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ASSETS 

Current  Assets 

Inventories 

Receivables  from  Exchange  Transactions 
Receivables  from  Non-exchange  Transactions 
VAT  Receivable 
Cash  and  Cash  Equivalents 
Operating  Lease  Receivables 

Non-Current  Assets 

Property,  Plant  and  Equipment 
Intangible  Assets 
Investment  Property 

Total  Assets 

LIABILITIES 

Current  Liabilities 

Consumer  Deposits 

Current  Portion  of  Long-term  Liabilities 

Provisions 

Payables  from  Exchange  Transactions 
Payables  from  Non  Exchange  Transactions 
Unspent  Conditional  Grants  and  Receipts 

Non-Current  Liabilities 
Employee  Benefit  Liabilities 
Provisions 

Total  Liabilities 


Net  Assets 


NET  ASSETS 

Accumulated  Surplus 


Actual 


2018 

2017 

R 

R 

42,439,581 

35,573,880 

266,175 

124,564 

12,862,726 

10,802,836 

25,145,207 

20,047,272 

2,611,441 

3,812,922.20 

1,484,723 

713,695 

69,308 

72,590 

333,546,835 

335,627,862 

308,347,157 

310,223,046 

152,544 

139,094 

25,047,135 

25,265,723 

375,986,416 

371,201,742 

- 

28,766,952 

40,522,581 

104,588 

104,588 

613,464 

328,573 

2,487,714 

2,590,831 

23,739,036 

34,799,816 

- 

835,502 

1,822,150 

1,863,270 

5,101,485 

4,937,639 

3,708,095 

3,602,107 

1,393,389 

1,335,532 

33,868,437 

45,460,220 

342,117,977 

325,741,522 

342,117,977 

325,741,520 

342,117,977 

1  325.741,520  | 

342,117,977 

325,741,520 

Note 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

15 

12 

13.1 

13.2 

14 

15 

16 

17 


Total  Net  Assets 


Actual 


REVENUE 

Revenue  from  Non-exchange  Transactions 

Property  Rates 
Fines 

Income  for  Agency  Services 
Government  Grants  and  Subsidies  Received 

Revenue  from  Exchange  Transactions 

Service  Charges 

Rental  of  Facilities  and  Equipment 
Interest  Earned  -  External  Investments 
Interest  Earned  -  Outstanding  Debtors 
Other  Revenue 
Licences  and  Permits 

Gain  on  disposal  of  Property,  Plant  and  Equipment 

Total  Revenue 

EXPENDITURE 

Employee  Related  Costs 
Remuneration  of  Councillors 
Depreciation  and  Amortisation 
Bad  debts 

Repairs  and  Maintenance 
Finance  Costs 
Bulk  Purchases 
Contracted  Services 
Grants  and  Subsidies  Paid 
General  Expenses 

Loss  on  Disposal  of  Property,  Plant  and  Equipment 

Total  Expenditure 


SURPLUS  FOR  THE  YEAR 


Note 

2018 

2017 

R 

R 

18 

15,727,232 

16,256,133 

9,496,358 

5,123,359 

19 

5,145,267 

5,783,048 

20 

79,103,641 

64,490,510 

21 

25,211,323 

26,471,237 

22 

333,697 

379,728 

23 

213,530 

72,506 

23 

11,358,946 

9,188,128 

24 

934,212 

3,667,029 

- 

18,143 

- 

334,264 

147,524,206 

131,784,085 

25 

(42,456,667) 

(41,816,937) 

26 

(3,433,216) 

(3,123,213) 

27 

(18,505,169) 

(17,493,137) 

(31,544,610) 

(19,604,897) 

33 

(1,812,269) 

(1,026,208) 

28 

(1,071,441) 

(1,961,355) 

29 

(3,362,382) 

„  (3,513,477) 

30 

(4.794,120) 

(2,713,777) 

31 

(8,098,228) 

(16,702,372) 

32 

(16,046,789) 

(14,641,170) 

(22,858) 

- 

(131,147,751) 

(122,596,542) 

16,376,456 

9,187,543 
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2017 

Balance  at  1  July  2016 

R 

300,791,258 

R 

300,791,258 

Correction  of  prior  period  error 

36 

15,762,718 

15,762,718 

Restated  balance  at  1  July  2016 

316,553,977 

316,553,977 

Surplus  for  the  year 

9,187,543 

9,187,543 

Balance  at  30  June  2017 

325,741,520 

325,741,520 

2018 

Restated  balance  at  1  July  2017  325,741,520  325,741,520 

Surplus  for  the  year  16,376,456  16,376,456 

342,117,976  342,117,976 


Balance  at  30  June  2018 
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Actual 

Note 

2018 

2017 

R 

R 

CASH  FLOWS  FROM  OPERATING  ACTIVITIES 

Receipts 

Sale  of  goods  and  services 

17,768,070 

16,890,918 

Government  Grant  and  Subsidies 

20 

70,479,313 

62,383,060 

Licence  and  permits 

- 

18,143 

Interest  Received 

23 

213,530 

72,506 

Other  Receipts 

6,499,128 

9,829,805 

Payments 

Employee  Related  Costs 

25 

(42,456,667) 

(41,856,114) 

Remuneration  of  Councillors 

26 

(3,433,216) 

(3,123,213) 

Interest  Paid 

28 

(1,071,441) 

(193,842) 

Suppliers  Paid 

(30,770,760) 

(29,339,797) 

NET  CASH  FLOWS  FROM  OPERATING  ACTIVITIES 

34 

17,227,957 

14,681.466 

CASH  FLOWS  UTILISED  FROM  INVESTING  ACTIVITIES 

Purchase  of  Property,  Plant  and  Equipment 

7 

(16,440,901) 

(15,790,962) 

Purchase  of  Intangible  Assets 

8 

- 

(14,032) 

Proceeds  on  Disposal  of  Property,  Plant  and  Equipment 

- 

- 

NET  CASH  FLOWS  FROM  INVESTING  ACTIVITIES 

(16,440,901) 

(15,804,994) 

CASH  FLOWS  FROM  FINANCING  ACTIVITIES 

Short  term  loan 

- 

835,502 

NET  CASH  FLOWS  FROM  FINANCING  ACTIVITIES 

- 

835,502 

NET  INCREASE/(DECREASE)  IN  CASH  AND  CASH  EQUIVALENT 

6 

787,055 

(288,026) 

Cash  and  Cash  Equivalents  at  Beginning  of  Period 

713,695 

1,001,722 

Cash  and  Cash  Equivalents  at  End  of  Period 

1,484,723 

713,695 
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N7  Finance  charges  -  as  a  result  of  cashflow  difficulties,  the  municipality  cotid  not  settle  all  debt  within  30  days,  which  resulted  In  interest  being  charged  by  suppliers 

NO  -N12  As  a  result  of  cash  flow  challenges,  operational  expenditure  was  kept  to  a  minimum. 


KOUKAMMA  MUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2018 


1 .  BASES  OF  PRESENTATION 

The  financial  statements  have  been  prepared  in  accordance  with  the  effective  Standards  of  Generally  Recognised  Accounting  Practice 
(GRAP)  listed  below  including  any  interpretations,  guidelines  and  directives  issued  by  the  Accounting  Standards  Board  and  the  Municip 
Finance  Management  Act,  2003  (Act  No.  56  of  2003). 

These  annual  financial  statements  have  been  prepared  on  an  accrual  basis  of  accounting  and  are  in  accordance  with  historical  co: 
convention  unless  specified  otherwise.  They  are  presented  in  South  African  Rand. 

A  summary  of  the  significant  accounting  policies  are  disclosed  below. 

These  accounting  policies  are  consistent  with  the  previous  period,  except  for  the  changes  set  out  in  note  1.6  standards  an 
interpretations  effective  and  adopted  in  the  current  year. 


1.  1  CHANGES  IN  ACCOUNTING  POLICY  AND  COMPARABILITY 

Accounting  Policies  have  been  consistently  applied,  except  where  otherwise  indicated  below. 

The  details  of  any  resulting  changes  in  accounting  policy  and  comparative  restatements  are  set  out  below. 

The  municipality  changes  an  accounting  policy  only  if  the  following  instances: 

(a)  is  required  by  a  Standard  of  GRAP;  or 

(b)  results  in  the  financial  statements  providing  reliable  and  more  relevant  information  about  the  effects  of  transactions,  other  events  c 
conditions  on  the  municipality’s  financial  position,  financial  performance  or  cash  flow. 

1.  2  CRITICAL  JUDGEMENTS,  ESTIMATIONS  AND  ASSUMPTIONS 

In  the  application  of  the  municipality's  accounting  policies,  which  are  described  below,  management  is  required  to  make  judgements 
estimates  and  assumptions  about  the  carrying  amounts  of  assets  and  liabilities  that  are  not  readily  apparent  from  other  sources.  Thi 
estimates  and  associated  assumptions  are  based  on  historical  experience  and  other  factors  that  are  considered  to  be  relevant  Actus 
results  may  differ  from  these  estimates. 

These  estimates  and  underlying  assumptions  are  reviewed  on  an  on-going  basis.  Revisions  to  accounting  estimates  are  recognised  ii 
ihe  period  in  which  the  estimate  is  revised  if  the  revision  affects  only  that  period,  or  in  the  period  of  the  revision  and  future  periods  rf  th< 
revision  affects  both  current  and  future  periods. 

The  foltowing  are  the  critical  judgements,  apart  from  those  involving  estimations,  that  the  management  have  made  in  the  process  o 
applying  the  municipality's  Accounting  Policies  and  that  have  the  most  significant  effect  on  the  amounts  recognised  in  Annual  Financia 
Statements: 

1.  2.  1  Revenue  Recognition 

Accounting  Policy  on  Revenue  from  Exchange  Transactions  and  Accounting  Policy  on  Revenue  from  Non-exchange  Transactions 
describes  the  conditions  under  which  revenue  will  be  recorded  by  the  management  of  the  municipality. 

In  making  their  judgement,  management  considered  the  detailed  criteria  for  the  recognition  of  revenue  as  set  out  in  GRAP  9  and  GRAF 
23.  In  particular,  whether  the  municipality,  when  goods  are  sold,  had  transferred  to  the  buyer  the  significant  risks  and  rewards  o 
ownership  of  the  goods  and  when  services  are  rendered,  whether  the  service  has  been  rendered.  Also  of  importance  is  the  estimatior 
process  involved  in  initially  measuring  revenue  at  the  fair  value  thereof.  The  management  of  the  municipality  is  satisfied  that  recognitior 
of  the  revenue  in  the  current  year  is  appropriate.  At  the  time  of  Initial  recognition  it  is  inappropriate  to  assume  that  the  collectability  o 
amounts  owing  by  individual  recipients  of  goods  or  services  will  not  occur,  because  the  municipality  has  an  obligation  to  collect  al 
revenue. 


1  2.  2  Financial  assets  and  liabilities 

The  classification  of  financial  assets  and  liabilities,  into  categories,  is  based  on  judgement  by  management.  Accounting  Policy  on 
Financial  Assets  Classification  and  Accounting  Policy  on  Financial  Liabilities  Classification  describe  the  factors  and  criteria  considerec 
by  the  management  of  the  municipality  in  the  classification  of  financial  assets  and  liabilities. 

in  making  the  above-mentioned  judgement,  management  considered  the  definition  and  recognition  criteria  for  the  classification  oi 
financial  instruments  as  set  out  in  GRAP  104:  Financial  Instruments. 

1 .  2.  3  Impairments  Financial  Assets 
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ifflllKAMMA  MUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
for  THF  YEAR  ENDED  30  JUNE  2018 


Aocounting  Policy  on  Impairment  of  Financial  Assets  de^rihes  the  t^^u^cip^i^^c^ide^^edetaitetTSiteria  of 

■*««  be  Impairsd.  in  making  —  •  v-rt^r  of  methods  and 

on  market  conditions  axWng  a.  the  end  of  me  mpjbng  !>«*  The  management  of  the 
munldpatity  la  satisfied  that  the  Impairment  of  financial  assets  recorded  during  the  year  e  approp 

The  -e-e—  In  m«»ot  of  the  Impdrment  of  drfctor.  is  tmsfxl  on  an  as«s«™nt  of  the  extant  »«**  debtors  have  ftW  on 
^“■SaZdy  due.  and  an  moment  of  their  ability  to  make  payments  based  on  the,  o™dd«<»th,m»s. 

This  was  performed  per  servlce-identiflsbte  categories  across  all  dasaes  of  debtors. 
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KOUKAMMA  MUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 


FOR  THE  YEAR  ENDED  30  JUNE  201 8 

1 .  BASIS  OF  PRESENTATION  (Continued) 

1.  2  CRITICAL  JUDGEMENTS,  ESTIMATIONS  AND  ASSUMPTIONS  (Continued) 

i.  2 .  4  Useful  lives  of  Property,  Plant  and  Equipment,  Intangible  assets  and  Investment  property 

The  municipality  depreciates/amortises  Its  property,  plant  and  equipment,  investment  property  and  intangible  assets  over  the  estimate 
useful  lives  of  the  assets,  taking  into  account  the  residual  values  of  the  assets  at  the  end  of  their  useful  lives,  which  is  determined  whe 
the  assets  are  available  for  use.  The  useful  lives  of  assets  are  based  on  management's  estimation.  Management  considered  the  impat 
of  technology,  availability  of  capital  funding,  service  requirements  and  required  return  on  assets  in  order  to  determine  the  optimum  usefi 
life  expectation,  where  appropriate.  The  estimation  of  residual  values  of  assets  is  based  on  management’s  judgement  as  to  whether  th 
assets  will  be  sold  or  used  to  the  end  of  their  useful  lives,  and  in  what  condition  they  will  be  at  that  time. 


i.  2.  5  Impairment:  Write  down  of  Property,  Plant  and  Equipment  and  Inventories 

Accounting  Policy  on  PPE  -  impairment  of  assets  and  Accounting  Policy  on  intangible  assets  -  Subsequent  Measurement ,  Amortisatior 
and  impairment  and  Accounting  Policy  on  Inventory  -  Subsequent  measurement  describes  the  conditions  under  which  non-finanda 
assets  are  tested  for  potential  impairment  losses  by  the  management  of  the  municipality.  Significant  estimates  and  judgements  are  mad< 
relating  to  PPE  impairment  testing,  Intangible  assets  impairment  testing,  write  down  of  Inventories  to  the  lowest  of  Cost  and  Ne 
Realisable  Values  (NRV)  and  whether  assets  should  be  written  down  to  current  replacement  cost. 


In  making  the  above-mentioned  estimates  and  judgement,  management  considered  the  subsequent  measurement  criteria  and  indicator: 
of  potential  impairment  losses  as  set  out  In  GRAP  21:  inipaiimeril  uf  Nun-Casii  generating  Assets  and  GRAP  26:  Impairment  of  Cast 
generating  Assets.  In  particular,  the  calculation  of  the  recoverable  service  amount  for  PPE  and  intangibfe  assets  and  the  NRV  fo 
inventories  involves  significant  judgement  by  management.  During  the  year  no  impairments  were  made  to  PPE,  intangible  assets  o 
inventory. 


1.  2.  6  Water  Inventory 

The  estimation  of  the  water  stock  in  the  reservoirs  is  based  on  the  measurement  of  water  after  the  depth  of  water  in  the  reservoirs  hav€ 
been  determined,  which  is  then  converted  into  volumes  based  on  the  total  capacity  of  the  reservoir. 

1.  2.  7  Defined  Benefit  Plan  Liabilities 

The  municipality  obtains  actuarial  valuations  of  its  defined  benefit  plan  liabilities.  The  defined  benefit  obligations  of  the  municipality  thai 
were  identified  are  Post-retirement  Health  Benefit  Obligations  and  Long-service  Awards.  The  estimated  liabilities  are  recorded  ir 
accordance  with  the  requirements  of  GRAP  25.  Details  of  the  liabilities  and  the  key  assumptions  made  by  the  actuaries  in  estimating  the 
liabilities  are  provided  in  the  notes  to  the  Annual  Financial  Statements. 


1  2.  8  Provisions  and  contingent  liabilities 

The  Municipality  has  an  obligation  to  rehabilitate  its  landfill  sites  in  terms  of  its  license  stipulations.  Provision  is  made  tor  this  obligation 
based  on  the  net  present  value  of  cost.  Additional  disclosure  of  these  estimates  of  provisions  are  included  in  Note  16  Provisions.  A 
valuation  report  is  prepared  annualfy  by  the  Province  of  the  Eastern  Cape  Local  Government  and  Traditional  Affairs  Department  This 
report  is  an  effect  to  ensure  that  Kou-kamma  Local  Municipality  complies  with  the  Waste  Act  and  the  Generally  Reoognised  Accounting 
Practice  (GRAP)  17  and  19  requirements  and  standards.  GRAP  17  requires  the  cost  of  rehabilitation  of  landfill  sites  to  be  capitalised  as 
property,  plant  and  equipment  and  within  GRAP  17  the  interest  of  this  report  is  in  the  depreciation  rate  of  the  sites.  GRAP  IS  requires  for 
costs  of  rehabilitation  of  landfill  sites  to  be  provided  tor. 


1.  2 *  9  Budget  Information 

Deviations  between  budget  and  actual  amounts  are  regarded  as  material  differences  when  a  10%  deviation  exists.  Ail  material 
differences  are  explained  in  the  notes  to  the  annual  financial  statements. 

1.  3  PRESENTATION  CURRENCY 

The  Annual  Financial  Statements  are  presented  in  South  African  Rand,  rounded  off  to  the  nearest  Rand,  which  is  the  municipality’s 
functional  currency. 

1.  4  GOING  CONCERN  ASSUMPTION 

The  Annual  Financial  Statements  have  been  prepared  on  the  assumption  that  the  municipality  will  continue  to  operate  as  a  going 
concern  for  at  least  the  next  1 2  months.  " 
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KOUKAMMA  MUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOB  THE  YEAR  ENDED  30  JUNE  2018 


1.  5  OFFSETTING 

Assets,  liabilities,  revenues  and  expenses  have  not  been  offset  except  when  offsetting  is  required  or  permitted  by  a  Standard  of  GRAP. 
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KOUKAMMA  MUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2018 

1 .  BASIS  OF  PRESENTATION  (Continued) 

New  Standards  and  Interpretations 

1 .  6  Standards  and  interpretations  effective  and  adopted  in  the  current  year 

GRAP 1:  Interpretation  of  GRAP:  Applying  the  Probability  Test  on  Initial  Recognition  of  Exchange  Revenue 

An  municipality  assesses  the  probability  of  each  transaction  on  an  individual  basis  when  it  occurs.  Entities  snail  not  assess  the 
probability  on  an  overall  level  based  on  the  payment  history  of  recipients  of  the  service  in  genera!  when  the  probability  of  revenue  it 
assessed  at  initial  recognition.  The  full  amount  of  revenue  will  be  recognised  at  initial  recognition .  Assessing  impairment  is  an  event  tha 
takes  place  subsequently  to  initial  recognition.  Such  impairment  is  an  expense.  Revenue  is  not  reduced  by  this  expense.  The  effective 
date  of  the  interpretation  is  for  years  beginning  on  or  after  01  April  2013. 

GRAP  1  (as  revised  2010):  Presentation  of  Financial  Statements 

Additional  disclosure  requirements  have  been  added  regarding  the  following  areas:  assets  ana  liabilities  inciuaea  in  disposal  groups 
classified  as  held  for  sale,  biological  assets,  deferred  tax  assets  (liabilities),  tax  expense,  post-tax  surplus  or  deficit  and  the  use  o* 
transitions  provision  in  the  accounting  policy.  All  amendments  to  be  applied  retrospectively.  The  effective  date  of  the  amendment  is  foi 
years  beginning  on  or  after  01  April  2013, 

GRAP  3  (as  revised  2010):  Accounting  policies,  Changes  in  Accounting  Estimates  and  Errors 

The  revision  resulted  in  various  terminology  and  definition  changes.  Paragraphs  added  to  Changes  in  accounting  policies  A  change  frorr 
one  basis  of  accounting  to  another  basis  of  accounting  is  a  change  in  accounting  policy.  A  change  in  the  accounting  treatment 
recognition  or  measurement  of  a  transaction,  event  or  condition  within  a  basis  of  accounting  is  regarded  as  a  change  in  accounting 
policy. 

Selection  of  accounting  policies:  The  reference  to  the  Accounting  Practices  Committee  (APC)  of  SAICA  has  been  deleted  frorr 
paragraph  .11  on  the  basis  that  it  is  not  a  standard  setter  and  that  entities  would  consider  information  from  a  wide  range  of  sources  ir 
formulating  an  accounting  policy  and  not  just  the  pronouncements  of  the  APC.  Commentary  on  the  selection  of  benchmark  anc 
alternative  accounting  policies  has  been  deleted.  The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  April  2013. 


GRAP  9  (as  revised  2010):  Revenue  from  Exchange  Transactions 

The  revision  resulted  in  various  terminology  and  definition  changes.  Dividends  or  similar  distributions  declared  from  pre-acquisitior 
surpluses:  Paragraph  .36  has  been  amended  to  encompass  not  only  securities,  but  any  contributed  capital.  Various  amendments 
deletions  and  additions  to  examples  included  in  the  appendix.  The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01 
April  2013. 

GRAP  12  (as  revised  2010):  Inventories 

Cost  formulas:  Paragraph  .34  was  amended  ana  .36  was  aaded  to  separate  the  principfe  from  the  exception  when  applying  the  cos 
formula  for  inventories  with  a  similar  nature  and  use  to  the  municipality. 

Recognition  as  an  expense:  Where  reference  has  been  made  to  'net  realisable  value’,  'current  replacement  cost'  has  been  added.  Fail 
value  measurement:  The  appendix  on  how  to  determine  fair  value  has  been  deleted.  All  amendments  to  be  applied  retrospectively.  The 
effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  April  2013. 


GRAP  13  (as  revised  2010):  Leases 

Paragraph  .04  has  been  included  to  clarify  that  this  Standard  does  not  apply  to  lease  agreements  to  explore  for  or  use  natural  resources 
such  as  oil,  gas,  timber,  metals  and  other  mineral  rights  and  licensing  agreements  for  such  items  as  motion  picture  films,  videc 
recordings,  piays,  manuscripts,  patents  and  copyrights.  Non-current  Assets  Held  for  Sale  and  Discontinued. 

Operations: 

Paragraph  .51  has  been  added  to  clarify  that  finance  lease  assets  classified  as  held  for  sale  in  accordance  with  the  Standard  of  GRAF 
on  Non-current  Assets  Heid  for  Sale  and  Discontinued  Operations  shall  be  accounted  for  in  accordance  with  that  Standard.  Guidance  or 
accounting  for  finance  leases  by  lessors:  The  paragraph  (previously  paragraph  .53)  that  provided  guidance  on  the  recognition  of  assets 
where  entities  enter  into  arrangements  with  private  sector  entities  has  been  deleted  as  the  Guideline  on  Accounting  for  Public  Private 
Partnerships  supersedes  this  guidance.  Guidance  on  operating  lease  incentives  and  substance  over  legal  form:  The  guidance  included 
in  the  original  text  on  substance  over  legal  form  has  been  deleted.  Classification  of  leases  on  land  and  buildings  elements:  The  guidance 
on  the  classification  of  land  and  buildings  has  been  amended  to  ensure  that  the  element  of  the  lease  relating  to  tha  land  is  classified  as  a 
finance  lease  where  significant  risks  and  rewards  have  been  transferred,  despite  there  being  no  transfer  of  title,  consistent  with  the 
general  classification  guidance.  All  amendments  to  be  applied  retrospectively.  The  effective  date  of  the  amendment  is  for  years 
beginning  on  or  after  01  April  2013. 
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KQUKAMMA  MUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2018 

1 .  BASES  OF  PRESENTATION  (Continued) 

1.  6  Standards  and  interpretations  effective  and  adopted  In  the  current  year  (Continued) 

GRAP 16  (as  revised  2010):  Investment  Property 

Recognition  of  investment  property:  Additional  commentary  has  been  included  in  paragraph  .19  and  .20  to  explain  paragraph  .18  tha 
outiines  the  recognition  criteria  for  investment  property.  This  Standard  includes  investment  property  under  construction  as  it  wai 
inconsistent  with  the  requirement  that  investment  property  being  redeveloped  was  still  within  the  scope  of  this  Standard,  but  not  the  initis 
development  As  a  result  paragraphs  .10  and  .11  were  amended,  paragraphs  .60  and  .61  inserted,  and  paragraphs  .25  and  .65(e)  of  thi 
original  text  deleted. 

The  measurement  principles  were  also  amended  accordingly  to  allow  investment  property  under  construction  to  be  measured  at  cost  i 
fair  value  cannot  be  measured  reliably,  until  such  time  as  the  fair  value  can  be  measured  reliably.  Additional  guidance  has  been  includet 
in  the  examples  of  investment  property  to  clarity  that  the  rentals  earned  do  not  have  to  be  on  a  commercial  basis  or  market  related  for  th< 
property  to  be  classified  as  investment  property.  Disclosure:  Entities  are  encouraged,  rather  than  required,  to  disclose  the  fair  value  o 
investment  property  when  this  is  materially  different  from  the  carrying  amount.  Amendments  to  be  applied  as  follow:  Paragraphs  .10(e) 
.54,  .59,  .62  and  .65  were  amended,  paragraphs  .60  and  .61  were  added  and  paragraph  .25  and  .11  (d)  of  the  original  text  (2004)  was 
deleted  by  the  improvements  to  GRAP  issued  in  1  April  2011.  An  municipality  shall  apply  those  amendments  prospectively  for  annua 
periods  beginning  on  or  after  1  April  2011.  If  an  municipality  elects  to  apply  these  amendments  earlier,  it  shall  disclose  this  fad  The 
related  amendment  to  paragraph  .05  in  the  Standard  of  GRAP  on  Property,  Plant  and  Equipment  is  also  applied  eariier.  Any  othe 
amendments  to  the  Standards  of  GRAP  shall  be. applied  retrospectively.  The  effective  date  of  the  amendment  is  for  years  beginning  or 
or  after  01  April  2013. 

GRAP  17  (as  revised  2010):  Property,  Plant  and  Equipment 

Scope:  The  recognition  and  measurement  of  exploration  and  evaluation  assets  have  been  added  to  the  scope  exclusions.  Investmen 
properties  under  construction  have  been  removed  from  the  scope. 

Measurement  at  initial  recognition:  Paragraph  .23  and  .24  have  been  amended  to  clarify  that  the  guidance  applicable  to  determine  fail 
value  for  revalued  assets  applies  equally  to  the  initial  measurement  of  items  of  property,  plant  and  equipment  at  fair  value.  Depreciable 
amount  and  depredation  period:  An  additional  paragraph  has  been  added  to  clarify  that  reviewing  the  useful  life  of  an  asset  on  an  annua 
basis  does  not 

require  the  municipality  to  amend  the  previous  estimate  unless  expectations  differ  from  the  previous  estimate.  Derecognition:  The 
requirement  to  not  classify  gains  from  the  disposal  of  property,  plant  and  equipment  as  revenue,  has  been  removed.  Paragraph  .79  has 
been  added  in  line  with  the  IASB  Improvements  Project  to  darify  that  where  assets  are  held  for  rental  to  others  in  the  ordinary  course  ol 
operations  and  the  municipality  subsequently  sells  the  assets,  the  Standard  of  GRAP  on  Non-cunent  Assets  Held  for  Sale  and 
Discontinued  Operations  does  not  apply.  Rather,  these  assets  are  to  be  transferred  and  treated  in  accordance  wfth  the  Standard  ol 
GRAP  on  Inventories.  Disclosures:  The  required  disclosures  in  paragraph  .90  have  been  amended  to  encouraged  disdosures.  Added  tc 
the  list  of  encourage  disdosures  is  the  fair  value  disdosure  of  assets  where  the  cost  model  is  used.  The  requirement  to  disclose  the  cosl 
basis  for  revaluated  assets  was  removed.  Amendments  to  be  applied  as  follow:  Paragraphs  .05,  .23  and  .24  were  amended  and 
paragraph  .79  was  added  by  the  Improvements  to  GRAP  issued  in  1  April  2011.  An  munidpaiity  shali  apply  those  amendments 
prospectively  for  annual  periods  beginning  on  or  after  1  Aprif  201 1 .  If  an  municipality  elects  to  apply  these  amendments  earlier,  it  shall 
disdose  this  fact.  Any  other  amendments  to  the  Standards  of  GRAP  shall  be  applied  retrospectively.  The  effective  date  of  the 
amendment  is  for  years  beginning  on  or  after  01  April  2013. 

GRAP  25:  Employee  Benefits 

The  objective  of  GRAP  25  is  to  prescribe  the  accounting  and  disclosure  for  employee  benefits.  The  standard  requires  the  munidpaiity  to 
recognise:  a  liability  when  an  employee  has  provided  service  in  exchange  for  employee  benefits  to  be  paid  in  the  future;  and  an  expense 
when  the  municipality  consumes  the  economic  benefits  or  service  potential  arising  from  service  provided  by  an  employee  in  exchange  for 
employee  benefits.  The  standard  states  the  recognition,  measurement  and  disclosure  requirements  of:  short-term  employee  benefits;  all 
short-term  employee  benefits;  short-term  compensated  absences;  bonus,  incentive  and  performance  related  payments;  post- 
employment  benefits:  Defined  contribution  plans;  other  long-term  employee  benefits;  an  termination  benefits.  The  major  difference 
between  this  this  standard  (GRAP  25)  and  IAS  19  is  with  regards  to  the  treatment  of  actuarial  gains  and  fosses  and  past  service  costs. 
This  standard  requires  the  munidpaiity  to  recognise  ali  actuarial  gains  and  losses  and  past  service  costs  immediately  in  the  statement  of 
financial  performance  once  occurred.  The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2013. 


The  adoption  of  these  amendment  is  not  expected  to  impact  on  the  results  of  the  municipality,  but  has  resulted  in  more  disdosures  in  the 
annua!  financial  statements. 

1 .  7  STANDARDS,  AMENDMENTS  TO  STANDARDS  AND  INTERPRETATIONS  ISSUED  BUT  NOT  YET  EFFECTIVE 

The  following  GRAP  standards  have  been  issued  but  are  not  yet  effective  and  have  not  been  early  adopted  by  the  munidpaiity: 
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KOUKAMMA  MUNICIPALITY 

ACCOUNTING  POLICIES  to  the  annual  financial  statements 
cnp  THF  YEAR  ENDED  30  JUNE  2018 


GRAP  18  Segment  Reporting  *  issued  February  2011,  effective  date  15  April  2015 
GRAP  20  Related  Party  Disclosures  -  issued  June  2011 
GRAP  32  Service  concession  arrangements  grantor 
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KOUKAMMA  MUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2018 

1 .  BASIS  OF  PRESENTATION  (Continued) 

1.  7  STANDARDS,  AMENDMENTS  TO  STANDARDS  AND  INTERPRETATIONS  ISSUED  BUT  NOT  YET  EFFECTIVE 

(Continued) 

All  the  other  listed  standards  as  listed  above  will  only  be  effective  when  a  date  is  announced  by  the  Minister  of  Finance. 

Where  a  standard  of  GRAP  is  approved  as  effective,  it  replaces  the  equivalent  statement  of  International  Public  Sector  Accounting 
Standards  Board,  International  Financial  Reporting  Standards  or  Generally  Accepted  Accounting  Principles.  Where  a  standard  of  GRAP 
has  been  issued,  but  is  not  yet  effective,  the  municipality  may  elect  to  apply  the  principles  established  in  that  standard  in  developing  an 
appropriate  accounting  policy  dealing  with  a  particular  section  or  event  before  applying  paragraph  12  of  the  Standard  of  GRAP  on 
Accounting  Policies,  Changes  in  Accounting  Estimates  and  Errors. 

Management  has  considered  all  of  the  above-mentioned  GRAP  standards  issued  but  not  yet  effective  and  anticipates  that  the  adoption 
of  these  standards  will  not  have  a  significant  impact  on  the  financial  position,  financial  performance  or  cash  flows  of  the  municipality. 


GRAP  18  -  Segment  Reporting 

Segments  are  identified  by  the  way  in  which  information  is  reported  to  management,  both  for  purposes  of  assessing  performance  and 
making  decisions  about  how  future  resources  will  be  allocated  to  the  various  activities  undertaken  by  the  municipality.  The  major 
classifications  of  activities  identified  in  budget  documentation  will  usually  reflect  the  segments  for  which  an  municipality  reports 
information  to  management  Segment  information  is  either  presented  based  on  service  or  geographical  segments.  Service  segments 
relate  to  a  distinguishable  component  of  an  municipality  that  provides  specific  outputs  or  achieves  particular  operating  objectives  that  are 
in  line  with  the  municipality's  overall  mission.  Geographical  sag  merits  relate  to  specific  outputs  generated,  or  particular  objectives 
achieved,  by  an  municipality  within  a  particular  region. 

Requires  additional  disclosures  on  the  various  segments  of  the  business  in  a  manner  that  is  consistent  with  the  information  reported 
internally  to  management  of  the  municipality.  The  precise  impact  of  this  on  the  financial  statements  of  the  Municipality  is  still  being 
assessed  but  it  is  expected  that  this  will  only  result  in  additional  disclosures  without  affecting  the  underlying  accounting.  This  standard 
does  not  yet  have  an  effective  date. 

GRAP  20  -  Related  party  disclosures 

The  effective  date  of  the  standard  has  not  been  determined  yet  The  standard  of  GRAP  on  related  parties  will  replace  the  IPSAS  20 
standard  on  related  party  disclosure  currently  used.  No  significant  impact  on  the  financial  statements  of  the  Municipality  is  expected. 


GRAP  32  Service  concession  arrangements  grantor 

The  standard  prescribes  the  accounting  treatment  for  service  concession  arrangements  by  the  grantor,  a  public  sector  municipality.  The 
effective  date  of  the  standard  has  not  been  determined  yet. 

No  significant  impact  on  the  financial  statements  of  the  Municipality  Is  expected. 

GRAP  108  Statutory  receivables 

This  standard  prescribes  the  accounting  requirements  for  the  recognition,  measurement,  presentation  and  disclosure  of  statutory 
receivables.  The  effective  date  of  the  standard  has  not  been  determined  yet. 

2.  PROPERTY,  PLANT  AND  EQUIPMENT 
2.  1  Initial  Recognition 

Property,  plant  and  equipment  are  tangible  non-current  assets  (including  infrastructure  assets)  that  are  held  for  use  in  the  production  or 
supply  of  goods  or  services,  rental  to  others,  other  than  investment  property,  or  for  administrative  purposes,  and  are  expected  to  be  used 
during  more  than  one  year. 

The  cost  of  an  item  of  property,  plant  and  equipment  is  recognised  as  an  asset  if,  and  only  if  it  is  probable  that  future  economic  benefits 
or  service  potential  associated  with  the  item  will  flow  to  the  municipality,  and  if  the  cost  or  fair  value  of  the  item  can  be  measured  reliably. 
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accounting  policies  to  the  annual  FINANCIAL  STATEMENTS 
FOR  THE  YFAR  ENDED  30  JUNE  2018 


Property,  plant  and  equipment  are  Initially  recognise  ofanSemof  property"  plant  and  equipment  is  the  purchase  price 

donation,  being  the  fair  value  of  the  asset  at  acqutsto  ■  condition  necessary  for  it  to  be  capable  of  operating  in  the  manner 

costs  of  dismantling  and  removing  the  asset  and  restonng  the  s  e  on  w  separate 

wne„  components  o,  en  «»n  o.  pcpot*  pton  on*  .*»*  I~  M  «.  -  —  *  ~ 

items  (major  components)  of  property,  plant  and  equipment. 


IS 


18 


KOUKAMMA  MUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2018 

2.  PROPERTY,  PLANT  AND  EQUIPMENT  (Continued) 

2.  1  Initial  Recognition  (Continued) 

The  cost  of  an  item  of  property,  plant  and  equipment  acquired  in  exchange  for  a  non-monetary  assets  or  monetary  assets,  or  a 
combination  of  monetary  and  non-monetary  assets  is  measured  at  the  fair  value  of  the  asset  given  up,  unless  the  fair  value  of  the  asset 
received  is  more  dearly  evident.  If  the  acquired  item  could  not  be  measured  at  Its  fair  value,  its  cost  is  measured  at  the  canying  amount 
of  the  asset  given  up. 

Major  spare  parts  and  servicing  equipment  qualify  as  property,  plant  and  equipment  when  the  municipality  expects  to  use  them  during 
more  than  one  period.  Similarly,  if  the  major  spare  parts  and  servicing  equipment  can  be  used  only  in  connection  with  an  item  ol 
property,  plant  and  equipment,  they  are  accounted  for  as  property,  plant  and  equipment 

2.  2  Subsequent  Measurement 

Subsequent  expenditure  relating  to  property,  plant  and  equipment  is  capitalised  if  it  is  probable  that  future  economic  benefits  or  service 
potential  associated  with  the  subsequent  expenditure  will  flow  to  the  municipality  and  the  cost  or  fair  value  of  the  subsequent  expenditure 
can  be  reliably  measured.  Subsequent  expenditure  incurred  on  an  asset  is  only  capitalised  when  it  increases  the  capacity  or  future 
economic  benefits  associated  with  the  asset.  Where  the  municipality  replaces  parts  of  an  asset,  it  derecognises  the  part  of  the  assel 
being  replaced  and  capitalises  the  new  component. 

Subsequently  all  property  plant  and  equipment  are  measured  at  cost,  less  accumulated  depreciation  and  accumulated  impairment 
losses. 

Subsequent  to  initial  recognition,  land  and  buildings  are  carried  at  cost  less  accumulated  depreciation  and  impairment  losses. 

Compensation  from  third  parties  for  items  of  property,  plant  and  equipment  that  were  impaired,  lost  or  given  up  is  included  in  surplus  or 
deficit  when  the  compensation  becomes  receivable. 

2.  3  Depreciation 

Depreciation  on  assets  other  than  land  Is  calculated  on  cost,  using  the  straight-fine  method,  to  allocate  their  cost  to  their  residual  values 
over  the  estimated  usefui  lives  of  the  assets.  The  depreciation  method  used  reflects  the  pattern  in  which  the  asset's  future  economic 
benefits  or  service  potential  are  expected  to  be  consumed  by  the  municipality.  Each  part  of  an  item  of  property,  plant  and  equipment  with 
a  cost  that  is  significant  In  relation  to  the  total  cost  of  the  Item  shall  be  depreciated  separately.  The  depreciation  rates  are  based  on  the 
following  estimated  useful  lives. 

Depreciation  only  commences  when  the  asset  is  available  for  use,  unless  stated  otherwise. 

The  following  is  an  indication  of  the  maximum  expected  useful  life  of  the  assets: 


Infhtstructure 

Years 

Buildings 

Years 

30 

Roads  and  Paving 

Electricity 

30 

20-25 

Other 

Water 

20 

Specialist  Vehicles 

20 

Landfill  Sites 

7-50 

Other  Vehicles 

7 

Sewer 

20-25 

Office  Equipment 

10 

Community 

Furniture  and  Fittings 

10 

Recreational  Facilities 

20  -30 

Specialised  Plant  and  Equipment 

15 

Security 

5 

Other  Plant  and  Equipment 

5 

Fencing 

3-5 

The  assets  estimated  useful  lives  and  depreciation  method  are  reviewed  annually,  and  adjusted  prospectively  if  appropriate,  at  each 
reporting  date. 

2.  4  Incomplete  Construction  Work 

incomplete  construction  work  is  stated  at  historical  cost.  Depreciation  and  impairment  (if  applicable)  only  commences  when  the  assel 
becomes  available  for  use  and  transferred  to  the  relevant  asset  class. 

2.  5  Finance  Leases 
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ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2011 


Assets  capitalised  under  finance  leases  are  depreciated  over  their  expected  useful  lives  on  the  same  basis  asPPE 

municipality  or  where  shorter,  the  term  of  the  relevant  lease  if  there  is  no  reasonable  certainty  that  the  municipality  will  obtain  ownership 

by  the  end  of  the  lease  term. 


2.  e  Lana  &  Buildings 

Undeveloped  Land  is  not  depreciated  as  it  is  deemed  to  have  an  indefinite  useful  life,  buildings  and  other  structures  situated  on 
developed  land  are  depredated  less  their  residual  value  over  their  useful  life. 
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ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2018 

2.  PROPERTY,  PLANT  AND  EQUIPMENT  (Continued) 

2.  7  infrastructure  Assets 

Infrastructure  Assets  are  any  assets  that  are  part  of  a  network  of  similar  assets,  infrastructure  assets  are  shown  at  cost  less  accutnulatei 
depreciation  and  accumulated  impairment.  Infrastructure  assets  are  treated  similarly  to  al!  other  assets  of  the  municipality  in  terms  of  th< 
asset  management  policy. 


2.  8  Derecognition  of  property,  plant  and  equipment 

The  carrying  amount  of  an  item  of  property,  plant  and  equipment  is  derecognised  on  disposal,  or  when  no  future  economic  benefits  o 
service  potential  are  expected  from  its  use  or  disposal. 

The  gain  or  loss  arising  from  the  derecognition  of  an  item  of  property,  plant  and  equipment  is  included  in  surplus  or  deficit  whsn  the  iten 
is  derecognised.  Gains  are  not  classified  as  revenue. 

Gains  or  fosses  are  calculated  as  the  difference  between  the  carrying  value  of  assets  (oost  less  accumulated  depreciation  anc 
accumulated  impairment  losses)  and  the  disposal  proceeds  is  included  in  the  Statement  of  Financial  Performance  as  a  gain  or  loss  or 
disposal  of  property,  plant  and  equipment. 

The  estimated  useful  lives  and  depreciation  methods  have  been  reviewed  for  the  year  ended  30  June  2017,  and  any  changes  thereir 
have  been  implemented  in  accordance  with  the  requirements  of  GRAP  17,  GRAP  3. 

3.  INTANGIBLE  ASSETS 

Intangible  assets  are  initially  recognised  at  cost  The  cost  of  an  intangible  asset  is  the  purchase  price  and  other  costs  attributable  to  bring 
the  intangible  asset  to  the  location  and  condition  necessary  for  it  to  be  capable  of  operating  in  the  manner  intended  by  the  municipality 
or  where  an  intangible  asset  is  acquired  at  no  oost,  or  for  a  nominal  cost,  the  cost  shall  be  its  fair  value  as  at  the  date  of  acquisition! 
Trade  discounts  and  rebates  are  deducted  in  arriving  at  the  cost  intangible  assets  acquired  separately  or  internally  generated  are 
reported  at  cost  less  accumulated  amortisation  and  accumulated  impairment  losses.  The  cost  of  an  intangible  asset  acquired  in 
exchange  for  a  non-monetary  assets  or  monetary  assets,  or  a  combination  of  monetary  and  non-monetary  assets  is  measured  at  the  fair 
value  of  the  asset  given  up,  unless  the  fair  value  of  the  asset  received  is  more  clearly  evident,  if  the  acquired  item  could  not  be 
measured  at  its  fair  value,  its  cost  is  measured  at  the  canying  amount  of  the  asset  given  up.  If  the  acquired  item's  fair  value  was  not 
determinable,  it’s  deemed  cost  is  the  carrying  amount  of  the  asset(s)  given  up. 

3.  1  Initial  Recognition 

Identifiable  non-monetary  assets  without  physical  substance  are  classified  and  recognised  as  intangible  assets.  The  municipality 
recognises  an  intangible  asset  in  its  Statement  of  Financial  Position  only  when  it  is  probable  that  the  expected  future  economic  benefits 
or  service  potential  that  are  attributable  to  the  asset  will  flow  to  the  municipality  and  the  cost  or  fair  value  of  the  asset  can  be  measured 
reliably. 


3.  2  Subsequent  Measurement,  Amortisation  and  Impairment 

After  initial  recognition,  an  intangible  asset  is  carried  at  its  cost  less  any  accumulated  amortisation  and  any  accumulated  impairment 
losses. 

Expenditure  on  an  intangible  item  that  was  initially  recognised  as  an  expense  shall  not  be  recognised  as  part  of  the  cost  of  an  intangible 
asset  at  a  later  date. 


In  terms  of  GRAP  31,  intangible  assets  are  distinguished  between  internally  generated  intangible  assets  and  other  intangible  assets.  It  is 
further  distinguished  between  indefinite  or  finite  useful  lives.  Amortisation  is  charged  on  a  straight-line  basis  over  the  intangible  assets’ 
useful  lives  (when  the  intangible  asset  is  available  for  use),  which  are  estimated  to  be  between  3  to  5  years,  the  residual  value  of  assets 
with  finite  useful  lives  is  zero,  unless  an  active  market  exists.  Where  intangible  assets  are  deemed  to  have  an  indefinite  useful  life,  such 
intangible  assets  are  not  amortised,  however  such  intangible  assets  are  subject  to  an  annual  impairment  test.  The  useful  lives  per 
category  of  intangible  assets  are  detailed  below: 


Intangible  asset  Years 

Software  2-10 
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Intangible  assets  are  annually  tested  for  indicators  of  impairment,  including  intangible  assets  not  yet  available  for  use.  Whereitemsof 
!£££ aSS hi  been Unpaired, the can*,*  value  is adjusted  by the  Impahnant loss,  which  . » »"<*>““  J £ 
period  that  the  impairment  is  identified  except  where  the  Impairment  reverses  a  previous  revaluation.  The  imp 
difference  between  the  carrying  amount  and  the  recoverable  amount. 
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ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2018 


3.  INTANGIBLE  ASSETS  (Continued) 

3,  2  Subsequent  Measurement,  Amortisation  and  Impairment  (Continued) 

The  estimated  useful  life,  residual  values  and  amortisation  method  are  reviewed  annually  at  the  end  of  the  financial  year.  An 
adjustments  arising  from  the  annual  review  are  applied  prospectively  as  a  change  in  accounting  estimate  in  the  Statement  of  Finance 
Performance. 

3.  3  Derecognition 

Intangible  assets  are  derecognised  when  the  asset  is  disposed  of  or  when  there  are  no  further  economic  benefits  or  service  potentis 
expected  from  the  use  of  the  asset.  The  gain  or  toss  arising  on  the  disposal  or  retirement  of  an  intangible  asset  is  determined  as  th< 
difference  between  the  net  disposals  proceeds  and  the  canying  value  and  is  recognised  in  the  Statement  of  Financial  Performance. 


4.  INVESTMENT  PROPERTY 
4.  1  initial  Recognition 

Investment  property  includes  property  (land  or  a  building,  or  part  of  a  building,  or  both  land  or  buildings  held  under  a  finance  lease)  helc 
to  earn  rentals  and/or  for  capital  appreciation,  rather  than  held  to  meet  service  delivery  objectives,  the  production  or  supply  of  goods  oi 
services,  or  the  sale  of  an  asset  in  the  ordinary  course  of  operations. 

Investment  property  is  recognized  as  an  asset  where,  and  only  where: 

■  It  is  probable  that  the  future  economic  benefits  or  service  potential  that  are  associated  with  the  investment  property  will  flow  to  the 
municipality;  and 

-  The  cost  or  fair  value  of  the  investment  property  can  be  measured  reliably. 

At  initial  recognition,  the  municipality  measures  investment  property  at  cost  including  transaction  costs  once  it  meets  the  definition  oi 
investment  property.  However,  where  an  investment  property  was  acquired  through  a  non-exchange  transaction  (i.e.  where  it  acquired 
the  investment  property  for  no  or  a  nominal  value),  its  cost  is  its  fair  value  as  at  the  date  of  acquisition. 

Based  on  management's  judgement,  the  following  criteria  have  been  applied  to  distinguish  investment  properties  from  owner  occupied 
property  or  property  held  for  resale: 

■  All  properties  held  to  earn  market-related  rentals  or  for  capital  appreciation  or  both  and  that  are  not  used  for  administrative  purposes 
and  that  will  not  be  sold  within  the  next  12  months  are  classified  as  Investment  Properties; 

*  Land  held  for  a  currently  undetermined  future  use.  (If  the  Municipality  has  not  determined  that  it  will  use  the  land  as  owner-occupied 
property  or  for  short-term  sale  in  the  ordinary  course  of  business,  the  land  is  regarded  as  held  for  capital  appreciation);  and 

*  A  building  that  is  vacant  but  is  held  to  be  leased  out  under  one  or  more  operating  leases  on  a  commercial  basis  to  external  parties. 


The  following  assets  do  not  fall  in  the  ambit  of  Investment  Property  and  shall  be  classified  as  Property,  Plant  and  Equipment  or  Inventory 

as  appropriate: 

•  Property  intended  for  sale  in  the  ordinary  course  of  operations  or  in  the  process  of  construction  or  development  for  such  sale; 

■  Property  being  constructed  or  developed  on  behalf  of  third  parties; 

■  Owner-occupied  property,  including  (among  other  things)  property  held  for  future  use  as  owner-occupied  property,  property  held  for 
future  development  and  subsequent  use  as  owner-occupied  property,  property  occupied  by  employees  such  as  housing  for 
personnel  (whether  or  not  the  employees  pay  rent  at  market  rates)  and  owner-occupied  property  awaiting  disposal; 

•  Property  that  is  being  constructed  or  developed  for  future  use  as  investment  property; 

-  Property  that  is  leased  to  another  municipality  under  a  finance  (ease; 

•  Property  held  to  provide  a  social  service  and  which  also  generates  cash  inflows,  e.g.  property  rented  out  below  market  rental  to 
sporting  bodies,  schools,  low  income  families,  etc.;  and 

■  Property  held  for  strategic  purposes  or  service  delivery. 

4.  2  Subsequent  Measurement 

4.  2.  1  Subsequent  Measurement  -  Cost  Model 
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Investment  property  is  measured  using  the  cost  mode!,  investment  Property  is  stated  at  cost  less  a^muiated  depreaahon  and 
accumulated  impairment  tosses.  Depreciation  is  calculated  on  cost,  using  the  straight-line  method  over  t he  useful I  life 
which  is  estimated  at  30  -  60  years.  Components  of  assets  that  are  significant  in  relation  to  the  whole  asset  and  that  have  diffe 
lives  are  depreciated  separately.  The  residua!  value  of  the  investment  properties  been  assumed  to  be  zero. 

The  land  is  not  depreciated  as  it  has  an  indefinite  useful  life. 


The  gain  or  loss  arising  on  the  disposal  of  an  investment  property  is  determined  as  the  difference  between  the  sales  proceeds  and  the 
carrying  value  and  is  recognised  in  the  Statement  of  Financial  Performance, 
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ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
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4.  INVESTMENT  PROPERTY  (Continued) 

4.  3  Derecognition 

An  investment  property  shall  be  derecognised  (removed  from  the  statement  of  financial  position)  on  disposal  or  when  the  investmen 
property  is  permanently  withdrawn  from  use  and  no  future  economic  benefits  or  service  potential  are  expected  from  its  disposal. 


5.  IMPAIRMENT  OF  ASSETS 

The  municipality  classifies  all  assets  held  with  the  primary  objective  of  generating  a  commercial  return  as  cash-generating  assets.  Al 
other  assets  are  classified  as  non-cash-generating  assets. 

5.  1.  Impairment  of  Cash  generating  assets 

The  municipality  assesses  at  each  reporting  date  whether  there  is  any  indication  that  an  asset  may  be  impaired.  If  any  such  indicatior 
exists,  the  municipality  estimates  the  recoverable  amount  of  the  individual  asset 

If  there  is  any  indication  that  an  asset  may  be  impaired,  the  recoverable  amount  is  estimated  for  the  individual  asset,  if  it  is  not  possible 
to  estimate  the  recoverable  amount  of  the  individual  asset  the  recoverable  amount  of  the  cash-generating  unit  to  which  the 
belongs  is  determined. 

The  best  evidence  of  fair  value  less  cost  to  sell  is  the  price  in  a  binding  saie  agreement  in  an  arms  length  transaction,  adjusted  for  the 
incremental  cost  that  would  be  directly  attributable  to  the  disposal  of  the  asset. 

The  recoverable  amount  of  an  asset  or  a  cash-generating  unit  is  the  higher  of  rts  fair  value  less  costs  to  sell  and  its  value  in  use. 

if  the  recoverable  amount  of  an  asset  is  less  than  its  carrying  amount  the  carrying  amount  of  the  asset  is  reduced  to  its  recoverable 
amount.  That  reduction  is  an  impairment  loss. 

^impairment  loss  of  assets  carried  at  cost  less  any  accumulated  depreciation  or  amortisation  is  recognised  immediately  in  surplus  or 

An  impairment  loss  is  recognised  for  cash-generating  units  if  the  recoverable  amount  of  the  unit  is  less  than  the  carrying  amount  of  the 
unit.  The  impairment  loss  is  allocated  to  reduce  the  carrying  amount  of  the  assets  of  the  unit  as  follows: 

« to  the  assets  of  the  unit,  pro  rata  on  the  basis  of  the  carrying  amount  of  each  asset  in  the  unit. 

A  municipality  assesses  at  each  reporting  date  whether  there  is  any  indication  that  an  impairment  loss  recognised  in  prior  periods  for 
assets  may  no  longer  exist  or  may  have  decreased.  If  any  such  indication  exists,  the  recoverable  amounts  of  those  assets  are  estimated. 

The  increased  carrying  amount  of  an  asset  attributable  to  a  reversal  of  an  impairment  loss  does  not  exceed  the  canying  amount  that 
would  have  been  determined  had  no  impairment  loss  been  recognised  for  the  asset  in  prior  periods. 

A  reversal  of  an  impairment  loss  of  assets  carried  at  cost  less  accumulated  depreciation  or  amortisation  is  recognised  immediately  in 
surplus  or  deficit 

5.  2.  Impairment  of  Non-Cash  generating  assets 

The  municipality  assesses  at  each  reporting  date  whether  there  is  any  indication  that  an  asset  may  be  impaired.  If  any  such  indication 
exists,  the  municipality  estimates  the  recoverable  service  amount  of  the  asset 

If  there  is  any  indication  that  an  asset  may  be  impaired,  the  recoverable  service  amount  is  estimated  for  the  individual  asset.  If  it  is  not 
possible  to  estimate  the  recoverable  service  amount  of  the  individual  asset,  the  recoverable  service  amount  of  the  cash-generating  unit 
to  which  the  asset  belongs  is  determined. 

The  recoverable  service  amount  is  the  higher  of  a  non-cash  generating  asset's  fair  value  less  costs  to  sell  and  its  value  in  use.  The  value 
in  use  for  a  non-cash  generating  asset  is  the  present  value  of  the  asset's  remaining  service  potential. 

If  the  recoverable  service  amount  of  an  asset  is  less  than  its  canying  amount  the  carrying  amount  of  the  asset  is  reduced  to  its 
recoverable  service  amount.  That  reduction  is  an  impairment  loss. 

*0SS  °f  aSSetS  carried  at  0051  less  any  ^cumulated  depreciation  or  amortisation  is  recognised  immediately  in  surplus  or 

An  impairment  toss  is  recognised  for  non  cash-generating  units  if  the  recoverable  service  amount  of  the  unit  is  less  than  the  carrying 
amount  of  the  unit.  The  impairment  loss  is  allocated  to  reduce  the  carrying  amount  of  the  assets  of  the  unit  to  the  assets  of  the  unit,  pro 
rata  on  the  basis  of  the  carrying  amount  of  each  asset  in  the  unit. 
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a  munirinalitv  assesses  at  each  reporting  date  whether  there  is  any  indication  that  an  impairment  loss  recognised  in  prior  periods  for 
%££%***«.  » «y  «rcb  Motion  .*1®.  M  recoverable  service  amounts  of  .hoe.  -«•  are 

estimated. 


The  increased  carrying  amount  of  an  asset  attributable  to  a  reversal  of  an  impairment  loss  does  not  exceed  the  carrying  amount  that 
would  have  been  determined  had  no  impairment  loss  been  recognised  for  the  asset  in  prior  penwus. 
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5.  IMPAIRMENT  OF  ASSETS  (Continued) 

5-  2.  Impairment  of  Non-Cash  generating  assets  (Continued) 

A  reversal  of  an  impairment  loss  of  assets  carried  at  cost  less  accumulated  depreciation  or  amortisation  is  recognised  immediately  ir 
surplus  or  deficit. 

6.  FINANCIAL  INSTRUMENTS 

The  municipality  has  various  types  of  financial  Instruments  and  these  can  be  broadly  categorised  as  either  financial  assets,  financial 
liabilities  or  equity  instruments  in  accordance  with  the  substance  of  the  contractual  agreement  .  The  municipality  only  recognises  a 
financial  instrument  when  it  becomes  a  party  to  the  contractual  provisions  of  the  instrument. 

Initial  recognition 

Financial  assets  and  financial  liabilities  are  recognised  on  the  municipality’s  Statement  of  Financial  Position  when  the  municipality 
becomes  party  to  the  contractual  provisions  of  the  instrument. 

The  municipality  does  not  offset  a  financial  asset  and  a  financial  liability  unless  a  legally  enforceable  right  to  set  off  the  recognised 
amounts  currently  exist;  and  the  municipality  intends  either  to  settle  on  a  net  basis,  or  to  realise  the  asset  and  settle  the  liability 

The  effective  interest  rate  method 

The  effective  Interest  method  is  a  method  of  calculating  the  amortised  cost  of  a  financial  asset  or  a  financial  liability  and  of  allocating  the 
interest  inoome  or  interest  expense  over  the  relevant  period.  The  effective  interest  rate  is  the  rate  that  exactly  discounts  estimated  future 
cash  payments  or  receipts  through  the  expected  life  of  the  financial  instrument  or,  when  appropriate,  a  shorter  period  to  the  net  carrying 
amount  of  the  financial  asset  or  financial  liability. 

Amortised  cost 

Amortised  cost  is  the  amount  at  which  the  financial  asset  or  financial  liability  is  measured  at  initial  recognition  minus  principal 
repayments,  plus  or  minus  the  cumulative  amortisation  using  the  effective  interest  method  of  any  difference  between  that  initial  amount 
and  the  maturity  amount,  and  minus  any  reduction  for  impairment  or  uncoiiectibility. 

6.  1  Financial  Assets  -  Classification 

A  financial  asset  is  any  asset  that  is  cash  or  a  contractual  right  to  receive  cash. 

In  accordance  with  GRAP  104  the  Financial  Assets  of  the  municipality  are  classified  as  follows  into  the  three  categories  allowed  by  this 
standard: 

Financial  assets  at  amortised  cost 
Financial  assets  at  fair  value 
Financial  assets  at  cost 

The  municipality  has  the  following  types  of  financial  assets  as  reflected  on  the  face  of  the  Statement  of  Financial  Position  or  in  the  notes 
thereto: 


Type  of  Financial  Asset 

Classification  In  terms  of  GRAP  104 

Short-term  Investment  Deposits  -  Call 

Financial  Instruments  at  Amortised  Cost 

Bank  Balances  and  Cash 

Financial  Instruments  at  Amortised  Cost 

Consumer  Debtors 

Financial  Instruments  at  Amortised  Cost 

Other  Debtors 

Financial  instruments  at  Amortised  Cost 

Cash  includes  cash  on  hand  (including  petty  cash)  and  cash  with  banks  (including  call  deposits).  Cash  equivalents  are  short-term  highly 
liquid  investments,  readily  convertible  into  known  amounts  of  cash,  that  are  held  with  registered  banking  institutions  and  are  subject  to  an 
insignificant  risk  of  change  in  value.  For  the  purposes  of  the  cash  flow  statement,  cash  and  cash  equivalents  comprise  cash  on  hand, 
deposits  held  on  call  with  banks,  net  of  bank  overdrafts.  The  municipality  categorises  cash  and  cash  equivalents  as  financial  assets. 


6.  2  Financial  Liabilities  -  Classification 

A  financial  liability  is  a  contractual  obligation  to  deliver  cash  or  another  financial  asset  to  another  municipality.  The  municipality  has  the 
following  types  of  financial  liabilities  as  reflected  on  the  face  of  the  Statement  of  Financial  Position  or  in  the  notes  thereto: 

Type  ofFinandal  Liability  [Classification  In  terms  of  GRAP  104 
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6.  FINANCIAL  INSTRUMENTS  (Continued) 

6.  3  initial  and  Subsequent  Measurement 

When  a  financial  asset  orfinancial  liability  is  recognised  initially,  an  municipality  shall  measure  it  at  its  fair  value  plus,  in  the  case  of 
financial  asset  or  a  financial  liability  not  subsequently  measured  at  fair  value,  transaction  costs  that  are  directly  attributable  to  th< 
acquisition  or  issue  of  the  financial  asset  or  financial  liability. 

Financial  Liabilities  held  at  amortised  cost 

Any  other  financial  liabilities  are  classified  as  "Other  financial  liabilities"  (All  payables,  loans  and  borrowings  are  classified  as  othe 
liabilities)  and  are  initially  measured  at  fair  value,  net  of  transaction  costs.  Trade  and  other  payables,  interest  bearing  debt  includint 
finance  lease  liabilities,  non-interest  bearing  debt  and  bank  borrowings  are  subsequently  measured  at  amortised  cost  using  the  effective 
interest  rate  method.  Interest  expense  is  recognised  in  the  Statement  of  Financial  Performance  by  applying  the  effective  interest  rate 
Bank  borrowings,  consisting  of  interest-bearing  short-term  bank  loans,  repayable  on  demand  and  overdrafts  are  recorded  at  thr 
proceeds  received.  Finance  costs  are  accounted  for  using  the  accrual  basis  and  are  added  to  the  carrying  amount  of  the  bank  borrowing 
to  the  extent  that  they  are  not  settled  in  the  period  that  they  arise. 


6.  4  impairment  of  Financial  Assets 

Financial  assets,  other  than  these  at  fair  value,  are  assessed  for  indicators  of  impairment  at  the  end  of  each  reporting  period.  Financia 
assets  are  impaired  where  there  is  objective  evidence  of  impairment  of  Financial  Assets  (such  as  the  probability  of  insolvency  oi 
significant  financial  difficulties  of  the  debtor).  If  there  is  such  evidence  the  recoverable  amount  is  estimated  and  an  impairment  loss  is 
recognised  in  accordance  with  GRAP  104. 


Financial  assets  carried  at  amortised  cost 

Debtors  encompasses  long  term  debtors,  consumer  debtors  and  other  debtors. 

Initially  Debtors  are  valued  at  fair  value  and  subsequently  carried  at  amortised  cost  using  the  effective  interest  rate  method.  An  estimate 
is  made  for  doubtful  debt  based  on  past  default  experience  of  all  outstanding  amounts  at  year-end.  Bad  debts  are  written  off  the  year  in 
which  they  are  identified  as  irrecoverable.  Debtors  within  1 2  months  from  the  date  of  reporting  are  classified  as  current 


A  provision  for  impairment  of  debtors  is  established  when  there  is  objective  evidence  that  the  municipality  wiii  not  be  able  to  mltort  all 
amounts  due  according  to  the  original  terms  of  receivables.  The  provision  is  made  in  accordance  with  GRAP  104  whereby  the 
recoverability  of  debtors  are  assessed  Individually  and  then  collectively  after  grouping  the  assets  in  financial  assets  with  similar  credit  risk 
characteristics.  The  amount  of  the  provision  is  the  difference  between  the  financial  asset's  carrying  amount  and  the  present  value  of 
estimated  future  cash  flows,  discounted  at  the  original  effective  interest  rate.  Future  cash  flows  in  a  group  of  financial  assets  that  are 
collectively  evaluated  for  impairment  are  estimated  on  the  basis  of  historical  loss  experience  for  assets  with  credit  risk  characteristics 
similar  to  those  in  the  group.  Cash  flows  relating  to  short-term  receivables  are  not  discounted  where  the  effect  of  discountino  is 
immaterial. 

Government  accounts  are  not  provided  for  as  such  accounts  are  regarded  as  receivable. 

The  carrying  amount  of  the  financial  asset  is  reduced  by  the  impairment  loss  directly  for  all  financial  assets  carried  at  amortised  cost  with 
the  exception  of  consumer  debtors,  where  the  carrying  amount  is  reduced  through  the  use  of  an  allowance  account  When  a  consumer 
debtor  is  considered  uncollectible,  it  is  written  off  against  the  allowance  account.  Subsequent  recoveries  of  amounts  previously  written 
off  are  credited  against  revenue.  Changes  in  the  carrying  amount  of  the  allowance  account  are  recognised  in  the  Statement  of  Financial 
Performance. 

The  amount  of  the  impairment  loss  decreases  and  the  decrease  can  be  related  objectively  to  an  event  occurring  after  the  impairment 
was  recognised,  the  previously  recognised  impairment  loss  is  reversed  through  the  Statement  of  Financial  Performance  to  the  extent  that 
the  canying  amount  of  the  investment  at  the  date  the  impairment  is  reversed  does  not  exceed  what  the  amortised  cost  would  have  been 
had  the  impairment  not  been  recognised. 


6.  5  Derecognition  of  Financial  Liabilities 

The  municipality  derecognises  Financial  Liabilities  when,  and  only  when,  the  municipality's  obligations  are  discharged,  cancelled  or  they 
expire.  The  municipality  recognises  the  difference  between  the  carrying  amount  of  the  financial  liability  (or  part  of  a  financial  liability} 
extinguished  or  transferred  to  another  party  and  the  consideration  paid,  including  any  non-cash  assets  transferred  or  liabilities  assumed 
in  the  Statement  of  Financial  Performance. 
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7.  INVENTORIES 

7.  1  Initial  Recognition 

Inventories  comprise  current  assets  held  for  sale  and  current  assets  for  consumption  or  distribution  during  the  ordinary  course  of 
business.  Inventories  are  initially  recognised  at  cost.  Cost  generally  refers  to  the  purchase  price,  plus  taxes,  transport  oosts  and  any 
other  costs  in  bringing  the  inventories  to  their  current  location  and  condition.  Where  inventory  is  manufactured,  constructed  or  produced, 
the  cost  includes  the  cost  of  labour,  materials  and  overheads  used  during  the  manufacturing  process. 

Where  inventory  is  acquired  by  the  municipality  for  no  or  nominal  consideration  (i.e.  a  non-exchange  transaction),  the  cost  is  deemed  to 
be  equal  to  the  fair  value  of  the  item  on  the  date  acquired. 

Direct  costs  relating  to  properties  that  will  be  sold  as  inventory  are  accumulated  for  each  separately  identifiable  development  Costs  also 
include  a  proportion  of  overhead  costs. 

7.  2  Subsequent  Measurement 

Consumable  stores,  raw  materials,  work-in-progress  and  finished  goods 

Consumable  stores,  raw  materials,  work-in-progress  and  finished  goods  are  valued  at  the  lower  of  cost  and  net  realisable  value  (net 
amount  that  an  municipality  expects  to  realise  from  the  sale  on  inventory  in  the  ordinary  course  of  business).  In  general,  the  basis  of 
determining  oost  is  the  weighted  average  cost  of  commodities.  If  inventories  are  to  be  distributed  at  no  charge  or  for  a  nominal  charge 
they  are  valued  at  the  lower  of  cost  and  net  realisable  value. 


Water  inventory 

Water  is  regarded  as  inventory  when  the  municipality  has  incurred  purification  costs  on  water  obtained  from  natural  resources  (rain, 
rivers,  springs,  boreholes  etc.).  However,  water  in  dams,  that  are  filled  by  natural  resources  and  that  has  not  yet  been  treated,  and  is 
under  the  control  of  the  municipality  but  can  not  be  measured  reliably  as  there  is  no  cost  attached  to  the  water,  and  it  is  therefore  not 
recognised  in  the  statement  of  financial  position.  The  basis  of  determining  the  oost  of  water  purchased  and  not  yet  sold  at  statement  of 
financial  position  date  comprises  all  oosts  of  purchase,  cost  of  conversion  and  other  costs  incurred  in  bringing  the  inventory  to  its  present 
location  and  condition,  net  of  trade  discounts  and  rebates.  Water  and  purified  effluent  are  valued  by  using  the  weighted  average  method, 
at  the  lowest  of  purified  cost  and  net  realisable  value,  insofar  as  it  is  stored  and  controlled  in  reservoirs  at  year-end. 


Redundant  and  slow-moving  inventories 

Redundant  and  slow-moving  inventories  are  identified  and  written  down  from  cost  to  net  realisable  value  with  regard  to  their  estimated 
economic  or  realisable  values  and  sold  by  public  auction.  Net  realisable  value  is  the  estimated  selling  price  in  the  ordinary  course  of 
business  less  applicable  variable  selling  expenses.  Differences  arising  on  the  measurement  of  such  inventory  at  the  lower  of  cost  and 
net  realisable  value  are  recognised  in  the  Statement  of  Financial  Performance  in  the  year  in  which  they  arise.  The  amount  of  any  reversal 
of  any  write-down  of  inventories  arising  from  an  increase  in  net  realisable  value  or  current  replacement  cost  is  recognised  as  a  reduction 
in  the  amount  of  inventories  recognised  as  an  expense  in  the  period  in  which  the  reversal  occurs. 


The  carrying  amount  of  inventories  is  recognised  as  an  expense  in  the  period  that  the  inventory  was  sold,  distributed,  written  off  or 
consumed,  unless  that  cost  qualifies  for  capitalisation  to  the  cost  of  another  asset. 

8.  REVENUE  RECOGNITION 

8.  1  General 

Revenue,  excluding  value-added  taxation  where  applicable,  is  derived  from  a  variety  of  sources  which  include  rates  levied,  grants  from 
other  tiers  of  government  and  revenue  from  trading  activities  and  other  services  provided.  Revenue  is  recognised  when  it  is  probable  that 
future  economic  benefits  or  service  potential  will  flow  to  the  municipality  and  these  benefits  can  be  measured  reliably,  except  when 
specifically  stated  otherwise.  The  amount  of  revenue  is  not  considered  to  be  reliably  measurable  until  all  contingencies  relating  to  the 
sale  have  been  resolved.  The  municipality  bases  its  estimates  on  historical  results,  taking  into  consideration  the  type  of  customer,  the 
type  of  transaction  and  the  specifics  of  each  arrangement.  Furthermore  services  rendered  are  recognised  by  reference  to  the  stage  ol 
completion  of  the  transaction  at  the  reporting  date. 

Revenue  comprises  the  fair  value  of  the  consideration  received  or  receivable  for  the  sale  of  goods  and  services  in  the  ordinary  course  o* 
the  municipality's  activities.  Revenue  is  shown  net  of  value-added  tax,  returns,  rebates  and  discounts. 
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Revenue  from  non-exchange  transactions  refers  to  transactions  where  the  municipality  received  revenue  from  another  municipals 
without  directly  giving  approximateiy  equai  value  in  exchange.  Revenue  from  non-exchange  transactions  is  generally  recognised  to  thi 
extent  that  the  related  receipt  or  receivable  qualifies  for  recognition  as  an  asset  and  there  is  no  liability  to  repay  the  amount 

8.  i  Revenue  from  Exchange  T ransactions 

Revenue  from  exchange  transactions  refers  to  revenue  that  accrued  to  the  municipality  directly  in  return  for  services  rendered  the  valut 
of  which  approximates  the  consideration  received  or  receivable. 
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ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  30  JUNE  2018 


8.  REVENUE  RECOGNITION  (Continued) 

8.  1.  1  Service  Charges 

Service  charges  relating  to  sanitation  and  sewage  are  levied  in  terms  of  the  approved  tariffs. 

Service  charges  relating  to  electricity  and  water  are  based  on  consumption.  Meters  are  normally  read  on  a  monthly  basis  and  are 
recognised  as  revenue  when  invoiced.  Where  meters  are  not  read  monthly,  provisional  estimates  of  consumption,  based  on  the 
consumption  history,  are  made  monthly  when  meter  readings  have  not  been  performed.  The  provisional  estimates  of  assumption  are 
recognised  as  revenue  when  invoiced,  except  at  year-end  when  estimates  of  consumption  up  to  year-end  are  recorded  as  revenue 
without  being  invoiced.  Adjustments  to  provisional  estimates  of  consuripiBn  are  made  in  the  invoicing  period  in  which  meters  have  been 
read.  These  adjustments  are  recognised  as  revenue  in  the  invoicing  period.  In  respect  of  estimates  of  consumption  between  the  as 
reading  date  and  the  reporting  date,  an  accrual  is  made  based  on  the  average  monthly  consumption  of  consumers. 


Service  charges  relating  to  refuse  removal  are  recognised  on  a  monthly  basis  in  arrears  by  applying  the  approved  tariff  to  each  property 
that  has  improvements.  Tariffs  are  determined  per  category  of  property  usage,  and  are  levied  monthly  based  on  toe  number  of  refuse 
containers  on  each  property,  regardless  of  whether  or  not  all  containers  are  emptied  during  the  month. 

In  circumstances  where  services  cannot  readily  be  measured  and  quantified,  a  flat  rate  service  charge  is  levied  monthly  on  such 
properties. 

8.  1.  2  Pre-paid  Electricity 

Revenue  from  toe  sale  of  electricity  pre-paid  meter  cards  are  recognised  at  the  point  of  sale.  An  adjustment  for  an  unutilised  portion  is 
made  at  year-end  based  on  the  average  consumption  history. 

8.  1.  3  Finance  income 

Interest  earned  on  investments  is  recognised  in  the  Statement  of  Financial  Performance  on  the  time  proportionate  basis  that  takes  into 
account  the  effective  yield  on  the  investment. 

Interest  earned  on  unutilised  conditional  grants  is  allocated  directly  to  the  creditor:  unutilised  conditional  grants,  if  the  grant  conditions 
indicate  that  interest  is  payable  to  the  funder. 

8.  1.  4  Tariff  Charges 

Revenue  arising  from  the  application  of  the  approved  tariff  charges  is  recognised  when  the  relevant  service  is  rendered  by  applying  the 
relevant  authorised  tariff.  This  includes  the  issuing  of  licences  and  permits. 

8.  1.  S  Sale  of  Goods 

Revenue  from  the  sale  of  goods  is  recognised  when  all  the  following  conditions  have  been  met: 

.  The  municipality  has  transferred  to  the  buyer  toe  significant  risks  and  rewards  of  ownership  of  the  goods. 

.  The  municipality  retains  neither  continuing  managerial  involvement  to  the  degree  usually  associated  with  ownership  nor  effective 
control  over  the  goods  sold. 

■  The  amount  of  revenue  can  be  measured  reliably. 

.  It  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the  municipality. 

•  The  costs  incurred  or  to  be  incurred  in  respect  of  toe  transaction  can  be  measured  reliably. 

8.  1.  6  Rentals 

Revenue  from  the  rental  of  facilities  and  equipment  is  recognised  on  a  straight-line  basis  over  the  term  of  the  lease  agreement 

8.  2  Revenue  from  Non-exchange  Transactions 

Revenue  from  non-exchange  transactions  refers  to  transactions  where  the  municipality  received  revenue  from  another  municipalitj 
without  directly  giving  approximately  equal  value  in  exchange.  Revenue  from  non-exchange  transactions  is  generally  recognised  to  th« 
extent  that  toe  related  receipt  or  receivable  qualifies  for  recognition  as  an  asset  and  there  is  no  liability  to  repay  the  amount. 
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An  inflow  of  resources  from  a  non-exchange  transaction,  that  meets  the  definition  of  an  asset  shall  be  recognised  as  an  asset  when  it  i 
probable  that  the  future  economic  benefits  or  service  potential  associated  with  the  asset  will  flow  to  the  municipality  and  the  fair  value  c 
the  asset  can  be  measured  reliably.  The  asset  shall  be  recognised  as  revenue,  except  to  the  extent  that  a  liability  is  also  recognised  ii 
respect  of  the  same  inflow.  A  present  obligation  arising  from  a  non-exchange  transaction  that  meets  the  definition  of  a  liability  will  b< 
recognised  as  a  liability  when  It  is  probable  that  an  outflow  of  economic  benefit  will  be  required  to  settle  the  obligation  and  a  reliablt 
estimate  of  the  amount  can  be  made. 
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ArrnilMTlNG  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENPFP  30  JUNE  2018 

Revenue  from  Non-exchange  Transactions  (Continued) 


8.  2.  1  Rates  and  Taxes 

Ravenue  tom  property  rates  :e  recognised  «l»n  Ihe  legal  propwti^S  riti'nsfereooe  to  the 

B,  2,  2  Fines 

REVENUE  RECOGNITION  (Continued) 

6.  2  Revenue  from  Non-exchange  Transactions  (Continued) 


8.  2.  3  Revenue  from  conditional  grants,  building  and  funding 

Income  received  from  conditional  grants,  donations  and  funding^are  ^  ertertthat  the  criteria,  conditions  or 

complied  with  any  of  the  criteria,  conditions  or  as  compensation  for  expenses  or  losses 

^hiinatinnc  have  not  been  met  a  liability  is  recognised.  9  . .i_ - - mi+h  nn  future  related  costs  are  recognised  in 


_ losses 

recognised  in 


Income  recesvea  irom  ronuiuuiM.  - - _ flGreement.  To  the  extent  tnax  me  unwiw, 

complied  with  any  of  the  criteria,  conditions  or  obl^atl^®  t  rants  that^re  receivable  as  compensation  for  expenses  or  I 

8.  2.  4  Revenue  fmm  Recovery  of  Unauthorised,  Irregular.  Fruitless  and  Wasteful  Expenditure 

Revenue  from  the  recovery  of  N^5  *of 2003^d1f  rerag^sed^hen  the  recovery  thereof  from  the 

Such  revenue  is  based  on  legislated  procedures. 

g.  PROVISIONS 

and 

-  A  reliable  estimate  can  be  made  of  the  obligation 

The  best  estimate  of  the  expenditure  required  to  settle  the  at ^haf  time  TnTare^etemSIed  by  the  judgement  of  th< 

settie  the  obligation  at  the  reporting  date  or  to  «d.  *  some  cases,  reports  from  independer 

management  of  the  municipaiity,  su ppteme nted  by  exp™  provided  by  events  after  the  reporting  date.  Un<*rtamt'® 

experts.  The  evidence  considered  e®  are  deaJ  with  by  various  means  according  to  the  circumstances,  Where  tb 

Si - ^ is estimated  by 8,1  ^ “  y 

associated  probabilities.  .  .  .  ah*-*  : 

^  tat  W  «»  -™«*  Z  ^hng 

sufficient  objective  evidence  that  they  wiil  occur  Gain  pTho  resant  obtigation  under  an  onerous  contract  is  recognised  an 

provision.  Provisions  are  not  recognised  ‘JlSta  whl*  «>•  Unavoidable  costs  of  meeting  the  obligations  under  the  contra 

Provisions  are  reviewed  at  reP°Jin9  1 'a'e  T**? 

IS —  — 9  of  the  d,srount 

recognised  in  the  Statement  of  Financial  Performance  as  a  finance  cost  as  occu  . 
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g.  PROVISIONS  (Continued) 

Environmental  rehabilitation  provisions 

animated  long*™  environmental  pmvteioite 

taking  into  account  current  technological,  environmental  and  g  capitalised  as  part  of  the  cost  of 

Financial  Performance. 

10.  EMPLOYEE  BENEFITS 

10.  1  Short-term  Employee  Benefits 

Remuneration  to  employees  is  recognised  in  the  Statement  of  Financial  Performance  as  the  services  are  rendered,  except  for  non¬ 
accumulating  benefits,  which  are  only  recognised  when  the  specific  event  occurs. 

The  municipality  treats  its  provision  for  leave  pay  as  an  accrual. 

10.  EMPLOYEE  BENEFITS  (continued) 

10.  1  Short-term  Employee  Benefits 

The  costs  Of  all  short-term  emplo)«>  benefits  soch86^ve  pay.  a^at'yaaTwO  mdTshovm  as  a"  creditor  In  tha 

tee  espeste-  «*<*  “W**"' "» •»»  » 

present  legal  or  constructive  obligation  to  make  such  payment  and  a  reliable  estimate  can  be  made. 

10.  2  Post  employment  benefits 

The  Munidnallty  provides  post-retirement  medical  benefits  by  subsdizog  the  medKaO  aid  TOPhbutions  of ^  ype  entitlement 
to  the  rules  of  the  medlcel  eld  tends  Coenci  pays  60%  ee  cpntnbuhee  end  th. rema "^.js^.-hy  tea  ^ntee^  ^ 

ssris^  n.rve“nd^s.rs  i  a-— 

benefit,  (using  a  discount  rate  applicable  te  high  quality  government  bonds).Theplanlsuntended. 


10.  2.  1  Post-retirement  Health  Care  Benefits: 


The  munlcteanty  bee  en  obfigafion  »  p^hte  Pprtre«ren»m  HeeMi  Cere  ^^10  0,  ^iTreS'hTh 

medical  aid  membership  fee. 

The  defined  benefit  Hammy  I.  tee  aayegate  o.  tee  present  value  .1  tee 
actuaries. 

Actuarial  gains  or  losses  are  recognised  immediately  in  the  Statement  of  Financial  Performance. 

basis  over  the  vesting  period, 

10.  2.  2  Long-service  Allowance 

The  municipality  has  an  obligation  to  provide  Loi^-serv^Alto^nM^ene^ 

service  Allowance  Scheme,  which  the  municipality  inst  Th  munjCtPaffly’s  liability  is  based  on  an  actuarial  valuatioi 

— -  «•  — - 

accounted  for  through  the  statement  of  financial  performance. 
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11.  LEASES 

Lease  Classification 

Leases  are  classified  as  finance  leases  where  substantially  all  the  risks  and  rewards  associated  with  . ownership  of  an  asset  are 
transferred  to  the  municipality. 

Leases  other  than  finance  leases  are  classified  as  operating  leases. 
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1 1 .  LEASES  (Continued) 

11.  1  The  Municipality  as  Lessee 

Where  the  Municipality  enters  into  a  finance  lease,  ProP®**  f'^sedaS  !ease 

agreements  are  capitalised  at  amounts  equal  to  the  fair  vau  liabilities  are' included  in  the  Statement  of  Financial  Position  as 

payments,  each  determined  at  the  inception  0 ,"hJ^  lease  and  are  measured  at  lower  of 

feir^valueLof ttw'asseto^the P>%fthe^ninimum  lease  ^^pj^^^^p^^arante^res^al^lu^to^efairv^e™1^ 

implicit  Interest  rate  method. 

Sebse<h,.h.to  initial  recognition,  the  .eased  ass.*  ere  XSrhfee 

Property,  Plan,  and  Eouipnran,  o,  Intanglbtea.  ^  i«y  »  ^th.  tea» 

S^PtStfal  Pe^Z,»  SEEi.  tL  accounting  policfe.  ra«k*  I »  *-*->"  ' ina™"'“” 

SS^ablea.  Th.feaaaassatisd.preoiat«loyerth.ahortarotth.aa^uaafulMe»rth.le,ae»nn. 

Operating  leases 

recognised  as  an  operating  lease  asset  or  liability. 

■  a  *„  intn  nnemtinn  leases  such  incentives  are  recognised  as  a  liability.  The  aggregate 
^ZrrJZS^”»TZ!Sn  Of  rental  Lpanta,  en  a  sW«ne  baala.  except -»»  another  e^nredo  haela  i. 
more  representative  of  the  time  pattern  in  which  economic  benefits  from  the  leased  asset  are  consumed. 

11.  2  The  Municipality  as  Lessor 

Operating  lease  rental  income  is  recognised  on  a  straight-line  basis  over  the  term  of  the  relevant  lease. 

11.3  Determining  whether  an  arrangement  contains  a  tease 

M  inception  of  an  arrangement,  the  Municipality  dmermine^h^rw^an  arrergernemJs^rcon^it^ateaae^Aepec^cMae^  „ 

SS?2» 1*-ST“ St  ^“.nta  .eld.  end  en  fetpufed  .pence  charge  on  -  •*»  * 
recognised  using  the  Municipality's  incremental  borrowing  rate. 

12.  BORROWING  COSTS 

Borrowing  costs  are  expensed  as  they  occur. 


13  GRANTS-IN-AID 

The  munWpalty  transfers  money  to  MMtaefe.  orgenktaSons  and  other  sectors  of  government  tram  time  to  time.  When  making  He. 
transfers,  the  municipality  does  not 

.  Receive  any  goods  or  services  directly  in  return,  as  would  be  expected  in  a  purchase  or  sate  transaction, 

■  Expect  to  be  repaid  in  future;  or 

■  Expect  a  financial  return,  as  would  be  expected  from  an  investment 

These  transfers  are  recognised  in  the  Statement  of  Financial  Performance  as  expenses  in  the  period  that  the  events  giving  rise 
transfer  occurred. 

14  VALUE  ADDED  TAX 
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KOUKAMMA  MUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2018 


The  Municipality  is  registered  with  SARS  for  VAT  on  the  payments  basis,  in  accordance  with  Sec15(2)(a)  of  the  Value-Added  Tax  Act  Nc 
89  of  1 991 .  Revenue,  expenses  and  assets  are  recognised  net  of  the  amounts  of  value  added  tax.  The  net  amount  of  Value  added  ta> 
recoverable  from,  or  payable  to,  the  taxation  authority  is  included  as  part  of  receivables  or  payables  in  the  Statement  of  Financia 
Position. 
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KOUKAMMA  MUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2018 


UNAUTHORISED  EXPENDITURE 

Unauthorised  expenditure  is  overspending  on  the  total  amount  appropriated  in  the  municipality's  budget  or  overspending  on  the  total 
amount  appriopraied  for  a  vote  or  expenditure  unrelated  to  teh  departmental  of  functional  area  or  expenditure  of  money  appropriated  for 
a  specific  purpose  or  a  grant  by  the  municipality  otherwise  than  in  accordance  with  the  conditions  in  terms  of  the  Municipal  Finance 
Management  Act  (Act  No  56  of  2003).  All  expenditure  relating  to  unauthorised  expenditure  is  recognised  as  an  expense  in  the  statement 
of  financial  performance  in  the  year  that  the  expenditure  was  incurred.  The  expenditure  is  classified  in  accordance  with  the  nature  of  the 
expense,  and  where  recovered,  it  is  subsequently  accounted  for  as  revenue  in  the  statement  of  financial  performance.  If  the  expenditure 
is  not  condoned  by  the  Council  it  is  treated  as  an  asset  until  it  is  recovered  or  written  off  as  irrecoverable.  Irregular  expenditure  can  only 
be  treated  as  an  asset  (recievable)  if  a  responsible  party  to  revocer  the  money  from  is  identified. 


16.  IRREGULAR  EXPENDITURE 

Irregular  expenditure  is  expenditure  that  is  contrary  to  the  Municipal  Finance  Management  Act  (Act  No  56  of  2003),  the  Municipal 
Systems  Act  (Act  No  32  of  2000),  the  Public  Office  Bearers  Act  (Act  No  20  of  1998)  or  is  in  contravention  of  the  Municipality  s  or 
Municipal  Entities'  supply  chain  management  policies.  Irregular  expenditure  excludes  unauthorised  expenditure.  Irregular  expend  ure  is 
accounted  for  as  an  expense  in  the  Statement  of  Financial  Performance  in  the  period  it  occurred  and  where  recovered  it  is  subsequently 
accounted  for  as  revenue  in  the  Statement  of  Financial  Performance.  If  the  expenditure  is  not  condoned  by  the  Council  it  is  treated  as  an 
asset  until  it  is  recovered  or  written  off  as  irrecoverable. 


17.  FRUITLESS  AND  WASTEFUL  EXPENDITURE 

Fruitless  and  wasteful  expenditure  is  expenditure  that  was  made  in  vain  and  would  have  been  avoided  had  reasonable  care  been 
exercised.  All  expenditure  relating  to  fruitless  and  wasteful  expenditure  is  recognised  as  an  expense  in  the  statement  of  financial 
performance  in  the  year  that  the  expenditure  was  incurred.  The  expenditure  is  classified  in  accordance  with  the  nature  of  the  expense, 
and  where  recovered,  it  is  subsequently  accounted  for  as  revenue  in  the  statement  of  financial  performance.  If  the  expenditure  is  not 
condoned  by  the  Council  it  is  treated  as  an  asset  until  it  is  recovered  or  written  off  as  irrecoverable. 

1 8.  CHANGES  IN  ACCOUNTING  POLICIES,  ESTIMATES  AND  ERRORS 

Changes  in  accounting  policies  that  are  effected  by  management  have  been  applied  retrospectively  in  aoooraance  with  GRAP  3 
requirements,  except  to  the  extent  that  it  is  impracticable  to  determine  the  period-specific  effects  or  the  cumulative  effect  of  the  change  in 
policy  In  such  cases  the  municipality  shall  restate  the  opening  balances  of  assets,  liabilities  and  net  assets  for  the  earliest  period  for 
which  retrospective  restatement  is  practicable.  Refer  to  the  notes  to  the  Annual  Financial  Statements  for  details  of  changes  m  accounting 
policies  where  applicable. 

Changes  in  accounting  estimates  are  applied  prospectively  in  accordance  with  GRAP  3  requirements.  Details  of  changes  in  estimates 
are  disclosed  in  the  notes  to  the  annual  financial  statements  where  applicable. 

Correction  of  errors  is  applied  retrospectively  in  the  period  in  which  the  error  has  occurred  in  accordance  with  GRAP  3  requirements, 
except  to  the  extent  that  it  is  impracticable  to  determine  the  period-specific  efforts  or  the  cumulative  effect  of  the  error,  in  such  cases  the 
municipality  shall  restate  the  opening  balances  of  assets,  liabilities  and  net  assets  for  the  earliest  period  for  which  retrospective 
restatement  is  practicable.  Refer  to  the  notes  to  the  Annual  Financial  Statements  for  details  of  corrections  of  errors  recorded  dunng  the 
period  under  review  where  applicable. 


19.  RELATED  PARTIES 

Individuals  as  well  as  their  close  family  members,  and/or  entities  are  related  parties  if  one  party  has  the  ability,  directly  or  indirectly,  tc 
control  or  jointly  control  the  other  party  or  exercise  significant  influence  over  the  other  party  in  making  financirt  and/or  operatinc 
decisions.  Related  parties  include  key  management  personnel  such  as  the  Municipal  Manager,  Chief  Financial  Officer  and  a  o  ei 
managers  reporting  directly  to  the  Municipal  Manager  or  as  designated  by  the  Municipal  Manager  and  close  family  members  of  kej 
management  personnel. 

20.  EVENTS  AFTER  THE  REPORTING  DATE 

Events  after  the  reporting  date  that  are  classified  as  adjusting  events  have  been  accounted  for  in  the  Annual  Financial  Statements.  Th< 
events  after  the  reporting  date  that  are  classified  as  non-adjusting  events  after  the  reporting  date  have  been  disclosed  in  the  notes  to  th< 
Annual  Financial  Statements. 


21.  FOREIGN  CURRENCIES 
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KOUKAMMA  MUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FI  NANO  AL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2018 


Transactions  in  foreign  currencies  are  initially  recorded  at  the  prevailing  exchange  rate  on  the  dates  of  the  transactions.  Monetary  asset 
and  liabilities  denominated  in  such  foreign  currencies  are  retranslated  at  the  rates  prevailing  at  the  reporting  date.  Exchange  difference 
are  included  in  the  Statement  of  ’Snandal  Performance. 
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ACCOUNTING  POLICIES TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2018 


22.  COMPARATIVE  INFORMATION 

22.  1  Current  year  comparatives: 

Budgeted  amounts  have,  in  accordance  with  GRAP  24,  been  provided  to  these  financial  statements  and  forms  part  of  the  Annual 
Financial  Statements. 

22.  2  Prior  year  comparatives 

When  the  presentation  or  classification  of  items  in  the  Annual  Financial  Statements  is  amended,  prior  ^ 

reclassified  unless  a  standard  of  GRAP  does  not  require  the  restatements  of  comparative  information.  The  nature  and  reasons  for  the 
SSSion  „  dSa£  Wta.  material  waning  error,  have  tman  IdenMatl  in  the  cornea,  *a,.  the  cormaon  .  made 
retrospectively  as  far  as  is  practicable,  and  the  prior  year  comparatives  are  restated  accordingly.  Where  there  has  been  a  chang 
accounting  policy  in  the  current  year,  the  adjustment  is  made  retrospectively  as  far  as  is  practicable,  and  the  pnor  year  compare  iv 

restated  accordingly. 

22  COMPARATIVE  INFORMATION 
22.  3  Budget  Information 

The  annual  budget  figures  for  the  period  1  July  2016  to  30  June  2017  have  been  prepared  and  Panted  in  accordance  withtheGRAP 

... _ ,  aue _ .™._i  Kasjs  of  oCorM,ntinn  fnr  hi irtnets  snDFoved  bv  Council  by  nature  classification,  and  are  consistent  with  the 

SSSnjScS  preparation  of  these  financia.  statements.  Explanatory  comment  is  P^Jd  m  the 

notes  to  the’annual  financial  statements  giving  firstly  reasons  for  overall  growth  or  decline  in  the  budget  and 

over-  or  underspending  on  line  items.  The  annual  budget  figures  included  in  the  financial  statements  are  for  theMunidpa^anddonot 
include  budget  information  relating  to  subsidiaries  or  associates.  These  figures  are  those  approved  by  the  Council  at  the  beginning  and 
during  the  year  following  a  period  of  consultation  With  the  public  as  part  of  the  Integrated  development  plan. 


23.  CONTINGENT  ASSETS  AND  CONTINGENT  LIABILITIES 

Continoent  liabilities  represent  a  possible  obligation  that  arises  from  past  events  and  whose  existence  wilt  be  confirmed  only  by  an 
omurrence  S  non-occurence  of  one  or  more  uncertain  future  events  not  wholly  within  the  control  of  the  municipality.  A  contingent 
iiabiiitv  can  also  arise  as  a  result  of  a  present  obligation  that  arises  from  past  events  but  which  is  not  recognised  as  a'labiiity  either 
because  it  is  not  probable  that  an  outflow  of  resources  embodying  economic  benefits  will  be  required  to  settle  the  obligation  or  the 
amount  of  the  obligation  cannot  be  measured  with  sufficient  reliability. 


Contingent  assets  represent  possible  assets  that  arise  from  past  events  and  whose  existence  will  be  confirmed  only  by  an  occurrence 
non-occurrence  of  one  or  more  uncertain  future  events  not  wholly  within  the  control  of  the  mumcrpality. 

Contingent  assets  and  contingent  liabilities  are  not  recognised.  Contingencies  are  disclosed  in  the  notes  to  the  annual  financial 
statements. 

24.  TREATMENT  OF  ADMINISTRATION  AND  OTHER  OVERHEAD  EXPENSES 

The  costs  of  internal  support  services  are  transferred  to  the  various  services  and  departments  to  whom  resources  are  made  available. 


01 


25.  CAPITAL  COMMITMENTS 

Items  are  classified  as  commitments  where  the  Municipality  commits  itself  to  future  transactions  that  will  normally  result  in  the  outflow  c 
resources. 

Capital  commitments  are  not  recognised  in  the  statement  of  financial  position  as  a  liability  but  are  included  in  the  disclosure  notes  in  th 
fo!,°Ap?“vSed  and  contracted  commitments,  where  the  expenditure  has  been  approved  and  the  contract  has  been  awarded  at  th 

reporting  date,  where  disclosure  is  required  by  a  specific  standard  of  GRAP. 

.  Approved  but  not  yet  contracted  commitments,  where  the  expenditure  has  been  approved  and  the  contract  has  yet  to  be  awarded  c 
is  awaiting  finalisation  at  the  reporting  date. 
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ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2018 


Items  are  classified  as  commitments  where  the  municipality  commits  itself  to  future  transactions  that  will  normally  result  in  the 
outflow  of  resources. 

Contracts  that  are  entered  into  before  the  reporting  date,  but  goods  and  services  have  not  yet  been  received  are  disclosed  in  the 
disclosure  notes  to  the  financial  statements. 

Other  commitments  for  contracts  are  non-cancel  (able  or  only  cancellable  at  significant  cost  contracts  should  relate  to  something 
other  than  the  business  of  the  municipality. 


44 


42 


KOU-KAMMA  MUNICIPALITY 

NOTES  TO  THE  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2018 


2018 

R 


2017 

R 


1.  GENERAL  INFORMATION 

Kou-Kamma  Municipality  (the  municipality)  Is  a  local  government  institution  in  the  Eastern  Cape,  and  is  one  of  nine  locai  municipalities  under  the  jurisdiction  of  the  Saral 
Baartman  District  Municipality.  The  addresses  of  its  registered  office  and  principal  place  of  business  are  disclosed  under  "General  information"  included  in  the  Annua 
Financial  Statements  and  in  the  introduction  of  the  Annual  Report.  The  principal  activities  of  the  municipality  are  disclosed  in  the  Annual  Report  and  are  prescribed  by  the 
Municipal  Finance  Management  Act  (MFMA). 

2.  INVENTORIES 

Consumable  Store 
Water -at  cost 
Total  Inventories 


All  inventory  at  year  end  is  carried  at  cost 

3.  RECEIVABLES  FROM  EXCHANGE  TRANSACTIONS 


Service  Debtors: 

107,542,627 

84,011,130 

Electricity 

680,578 

569,800 

Refuse 

17,420,052 

13,831,088 

Sewerage 

38,005.288 

29,956,284 

Water 

51,371,159 

38,933,569 

Other  Receivables 

65,549 

718,389 

Housing 

27,910 

675,509 

Loan  instalments 

37,639 

42,880 

Less:  Provision  for  Impairment 

(94,679,900) 

(73,208,295 

Electricity 

(464,049) 

(385,985 

Water 

(36,332,197) 

(28,574,310 

Sewerage 

(27,085,32 4) 

(22,263,809 

Refuse 

(12,187,194) 

(10,068,197 

Housing  rente! 

(16,865) 

(23,400 

Loan  instalments 

(30,338) 

(28,411 

interest 

(18,561,914) 

(11,864,183 

Total*  Receivables  from  Exchange  Transactions 

12.862,726 

10,802,836 

The  management  of  the  municipality  Is  of  the  opinion  that  the  carryfng  value  of  Receivables  approximate  their  lair  values. 

The  lair  value  of  debtors  was  determined  after  considering  the  standard  terms  and  conditions  of  agreements  entered  Into  between  the  municipality  and  debtors  as  well  a 

the  current  payment  ratio's  of  the  muntclpalit/s  debtors. 

3.1  Ageing  of  Receivables  frori?  Exchange  Transactions 

Electricity 

Current  (0  -30  days) 

1,399 

52,154 

31  -  60  days 

1,576 

10,056 

61  -  90  days 

2,115 

35,00! 

91  - 120  days 

19,230 

5,935 

+120  days 

516,057 

380,051 

Interest 

140, 2Q2 

86,596 

Allowance  tor  debt  Impairment 

(464,049) 

(385,985 

216,530 

183,816 

Water 

Current  (0  -30  days) 

967,202 

1,166,995 

31  -  60  days 

851,124 

1,440,420 

61  -  80  days 

911,115 

620,671 

91  - 120  days 

986,690 

703,283 

+120  days 

38,293,291 

29,109,435 

Interest 

9,451,738 

5,892,760 

Allowance  tor  debt  impairment 

(36,332,197) 

(28,574,310 

14,514,150 

10,359,259 

Sewerage 

Current  (0  -30  days) 

504,805 

493.504 

31 -60  days 

487,066 

909,879 

61  -  90  days 

468,278 

451,820 

91  -120  days 

454,099 

448,69! 

+120  days 

27,883,096 

22,237,570 

Interest 

6,207,943 

5,416,815 

Allowance  tor  debt  impairment 

(27,065,324) 

(22,263,809 

10,824,944 

7,694*476 

Refuse 

Current  (0  -30  days} 

243,903 

238,347 

31-60  days 

230,192 

442,572 

189,480  82,492 

76.695 _ 42.073 

266,175 _ 124,564 
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61 - 90  days 
91  - 120  days 
+120  days 
Interest 

Allowance  for  debt  impairment 
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2018 

R 

225,914 

219,631 

12,860,606 

3,639,806 

(12,187,194) 

5,157,346 


2017 

R 

215,573 

216,555 

10,575,978 

2,380,411 

(10,068,197) 

3,762,891 
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NOTES  TO  THE  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2018 


3.  RECEIVABLES  FROM  EXCHANGE  TRANSACTIONS 

3.1  Ageing  of  Receivables  from  Exchange  Transactions  (continued) 
Housing  rental 
Current  (0  -30  days) 

31 -60  days 
61  -90  days 
91  - 120  days 
+120  days 
Interest 

Allowance  for  debt  impairment 

Loan  instalments  (and  sundry) 

Current  (0  -30  days) 

31  -  60  days 
61  -  90  days 
91  - 120  days 
+120  days 
Interest 

Allowance  for  debt  impairment 

Interest:  Exchange  Transactions 

interest 

Allowance  for  debt  Impairment 

3-2  Reconciliation  of  the  Provision  for  impairment 

Balance  at  beginning  of  year 
(Allowance  raised)  /  reversal  ot  allowance 
Amounts  written  off  as  uncollectable 

Balance  at  end  of  year 

Provision  for  Impairment  excludes  VAT  however  Note  3.1  and  3,2  includes  VAT. 


2018  2017 

R  R 


304 

50 

50 

50 

19,120 

8,184 

(18,885) 

(3,286) 

1,829 

174 

31,883 

3,754 

(30,338) 

4,318 

21,451,626 

(18,561,914) 

2,889,712 


18,15 
160,16 
14,08 
14,08 
403,1 1\ 
65,8V 
(23,401 
652.10! 

2,961 

2,31' 

93: 

93; 

35,401 

32* 

(28,411 

14  Aft 

13,842,721 

(11,864,165 

1,978,544 


(65,674,854)  (51,679,141 

(20,976,293)  (14,239,032 

_1,31 9,070  243,319 

(85,332,078)  (65.674.854 


Receivables  from  exchange  transactions  past  due  but  not  Impaired 

re!°'t?bi,!lty  **  debto[8',,he  munlc|P*lfty  has  placed  strong  emphasis  on  verifying  the  Indigent  status  of  consumers.  Provision  tor  impairment  o 
2SJS. ^P^fn  foMmXnerer  0Utetendin9  ba“d  °"  ""  payment  ra”°  0Ver  12  “  pw  sefvice  ***•  further  credit  provision  is  required  i, 

Receivables  from  exchange  transactions  which  are  less  than  3  months  past  due  are  not  considered  to  be  Impaired.  Individually  significant  debtors  have  been  eor»ide>nH 
for  impairment,  in  termsofGRAP  104,  however  none  were  Impaired.  At  30  June  2018  R7  003  362  {2017:R6  275  646)  were  past  due  but  not  impaired.  d 


The  ageing  of  amounts  past  due  but  not  Impaired  is  as  follows: 

1  month  past  due 

2  months  past  due 

3  months  past  due 


No  debtors  were  pledged  as  security. 

3.3  Ageing  of  Impaired  Receivables  from  Exchange  Transactions 


2,318,941 

2,342,211 

2,342,211 

7,603.362 


1,972,125 

2,965,425 

1,338,096 


As  at  30  June  2018 


All  Receivables: 

Gross  Balances 

Less:  Provision  for  Impairment 

Net  Balances 

As  at  30  June  2017 


All  Receivables: 

Gross  Balances 

Less:  Provision  for  Impairment 


Current 

1 

Past  Due  1 

Total 

0-30  days 

1 

i  31 -60  Days  ! 

1  61  -80  Days  J 

|  +  90  Days 

2,481,437 

2,318,941 

2,342,211 

100,400,033 

107,542,627 

” 

- 

L 

(84,679,600) 

(94,679,900) 

2,481,437 

2,318.941 

1  2.342.21 1 

1  5,720.138 

12,862.726 

Current 

Past  Due 

Total 

0-30  days 

31  -60  Days  1 

1  61 -90  Days  1 

+  90  Days  | 

2,662,151 

3,623,966 

1,963,658 

75,741,155 

84,011,130 

* 

_ 

- 

(73.208,295) 

(73,238,295) 

Net  Balances 


r  2.862,2^  I  3A33.966  |  |  1,983,858  I  2.532.861  I  l~  ia.8PP.MS 

ta  rr^rrr,Ky  °f  a«, teceiV8“e-  the  municipality  considers  any  change  In  the  credit  quality  of  the  Receivable  from  the  date  credit  was  fndlatiy  granted  up 

th8  mLincf0rty  has  Blso  plBced  8  stron9  emphasis  on  verifying  the  indigent  status  of  consumers.  The  concentration  of  credit  risk  Is 
limited  due  to  the  customer  base  being  spread  over  a  large  number  of  consumers  and  Is  not  concentrated  In  any  particular  sector  or  geographical  area  Accordiialu 
management  believe  that  there  Is  no  further  credit  provision  required  in  excess  of  the  Provision  for  Impairment.  1  9 


No  provision  has  been  made  in  respect  of  government  debt  as  these  amounts  are  considered  to  be  fully  recoverable. 
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KOU-KAMMA  MUNICIPALITY 

NOTES  TO  THE  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2018 


4.  RECEIVABLES  FROM  NON-EXCHANGE  TRANSACTIONS 


As  at  30  June  2018 

Assessment  Rates  Debtors 

Other  receivables  from  non  exchange  transactions 

Total  Receivables  from  Non-exchange  Transactions 


As  at  30  June  2017 

Assessment  Rates  Debtors 

Other  receivables  from  non  exchange  transactions 

Total  Receivables  from  Non-exchange  Transactions 

The  municipality  does  not  hold  deposits  or  other  security  tor  its  Receivables. 


2018  2017 

R  R 


Gross 

Provision  for 

Net 

Balances 

Impairment 

Defences 

R 

R 

R 

36.125,900 

(13,301,768) 

22,824,1 ' 

10,457.545 

(8,136,450) 

2,321, 0J 

46,583.445 

(21.438.2381 

25.145.2( 

Grose 

Provision  for 

Net 

Balances 

Impairment 

Balances 

R 

R 

R 

29,381,060 

(11,321,620) 

18,059,43 

5,960,033 

(3,972,200) 

1,967,83 

35.341.092 

(15.293.8201  _ 

20.047.27 

None  of  the  Receivables  have  been  pledged  as  security  for  the  municipality's  financial  liabilities. 


The  management  of  the  municipality  is  of  the  opinion  that  the  carrying  value  of  Receivables  approximate  their  fair  values. 


Interest:  Non-Exchange  Transactions 
Interest 


Allowance  for  debt  impairment 


7,119,296  5,081,83; 

(3,375,079)  (3,103,481 

3,744,217 _ 1,978.34* 


4.1  Ageing  of  Receivables  from  Non-exchange  Transactions 


As  at  30  June  2018 

Assessment  Rates: 

Gross  Balances 

Less:  Provision  for  Impairment 

Net  Balances 

Other  receivables  from  non  exchange  transactions: 

Gross  Balances 

Less:  Provision  for  Impairment 

Net  Balances 

As  at  30  June  2017 

Assessment  Rates: 

Gross  Balances 

Less:  Provision  for  Impairment 

Net  Balances 

Other  receivables  from  non  exchange  transactions: 

Gross  Balances 

Less:  Provision  for  Impairment 

Net  Balances 

Other  receivables  from  non  exchange  transactions: 
Current  (0  -30  days) 

Rates 

Current  (0  -30  days) 

31  -60  days 
61  -  90  days 
91 -120  days 
+120  days 
Interest 

Allowance  for  debt  Impairment 

4.2  Reconciliation  of  Provision  for  Impairment 


Current 


C  -  30  days 


[I- 

731,684 

1 _ 

731,684 

10,457,545 


10,457.545 


Current 


0-30  days 


(1,631,336) 


Cl 


(1,S31.33B> 


5,960,033 


5,960.033 


Past  Due 


I  31 -60  Days  |  |  61-90Davs  J 

[  +  90  Days 

659,252 

601,211 

34,133,752 

(13,301 ,738) 

659,252 

601.211 

20.831.964 

_ 

(8,136,450) 

- 

8,136.450 

J - 

1 _ ^ 

Pest  Due 

n 

!  31  -60 Days  1 

1  61-90  Days  1 

+  90  Days 

(833,738) 

552,863 

|  31,293,272  | 

(11,321,620) 

(833.738) 

552.863 

f~  194)71.652  1 

“  , 

(3,972,200) 

(3.972200) 

Total 


36,125,900 

(13,301,768 


22.824.112 


10,457,545 
(8. 136/150 


2,321,095 


Total 


E 


29,381,060 

(11,321,620! 


18,059.439 


5,960,033 

(3,972,200) 


■L987.833 


10,457,545  5.960.C33 

10,457,545 _ 5,960,033 


470,950 

400,626 

345,519 

318,218 

27,471,291 

7,119,296 

(13,301,788) 

22,824,112 


(1,862,193) 

(1,060,979) 

326,402 

317,774 

26,576,222 

5,081,632 

(6,218.135) 

21,162,924 


Balance  at  beginning  of  year 
Impairment  Losses  recognised 
Impairment  Losses  reversed 

Balance  at  end  of  year 


(8,218.135)  (13,226,763) 

(5,535,352)  795,544 

451,698 _ 4.213,064 

jl 3,301 ,788)  (8.218.135) 
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NOTES  TO  THE  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2018 


2018  2017 

R  R 

The  Provision  for  impairment  on  debtors  exists  predominantly  due  to  the  possibility  that  these  debts  will  not  be  recovered.  Loans  and  receivables  were  assessed 
individually  and  grouped  together  as  financial  assets  with  similar  credit  risk  characteristics  and  collectively  assessed  for  impairment 

The  Provision  for  impairment  was  calculated  after  grouping  all  the  financial  assets  of  similar  nature  and  risk  ratings  and  assessing  the  recoverability. 

No  Provision  for  Impairment  has  been  made  in  respect  of  government  debt  as  these  amounts  are  considered  to  be  fully  recoverable. 

Furthermore,  no  Provision  for  Impairment  was  calculated  on  Receivables  from  Non-Exchange  Transactions  other  than  Assessment  Rates  Debtors  as  the  management  >s 
of  the  opinion  that  all  other  Receivables  are  recoverable  within  normal  credit  terms. 
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KOU-KAMMA  MUNICIPALITY 

NOTES  TO  THE  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2018 


4.  RECEJVABLES  FROM  NON-EXCHANGE  TRANSACTIONS 
4.2  Reconciliation  of  Provision  for  Impairment  (continued) 


2018  2017 

R  R 


rplSd. Sjune^  “*46 bee 


1  month  past  due 

2  months  past  due 

3  months  past  due 


5.  VAT 

Vat  Receivable  /  Payable 

VAT  is  payable  on  the  cash  basis.  VAT  is  paid  over  to  SARS  only  once  payment  is  received  from  debtors. 

6.  CASH  AND  CASH  EQUIVALENTS 

Current  investment  deposits 
Bank  Accounts 
Total  bank  balances 

Cash  on  hand 

Total  Bankj  Cash  and  Cash  Equivalents 


731,684 

-833,731 

659,252 

552,86: 

601,211 

1,992^148 

(280,871 

2.611.441 

3,812.922 

66,916 

1,007 

1,417,187 

712,068 

1,484.103 

713,075 

620 

620 

1/484,723 

713,695 

The  Municipality  has  the  following  bank  and  investment  deposit  accounts: 

Restrictions  relate  to  unspent  conditional  grants,  only  IT  the  condition  of  the  grant  is  met  can  transfers  from  cssh  be  done.  Referlo  note  20. 
Account  number  /  description 


Bank  statement  balances 

Bank  accounts  StWun*18  30^7 

ABSA  Bank  Ltd  -  Current  Account  (Primary  account)  -  405  280  5864 
ABSA  Bank  Ltd  -  Call  Account  -  90  7906  4583 
ABSA  Bank  Ltd  -  Savings  Account  -  91  0220  9606 
ABSA  Bank  Ltd  -  Savings  Account  -  91  9914  8641 
Total 

6.1  Cash  on  hand 

Cash  Floats  and  Advances 
Total  Cash  on  hand  In  Cash  Floats 

The  municipality  did  not  pledge  any  of  its  Cash  and  Cash  Equivalents  as  collateral  for  its  financial  liabilities. 

OPERATING  LEASE  ASSET 

°pef^. Ieases  re“Sni*ed  on  the  straight  line  basis  as  par  requirement  of  GRAP 13.  In  respect  of  non-cancellable  leases 
the  following  asset  has  been  recognised: 


Cash  book  balances 
30-Jun-18  3(khm*17 


866,737 

£83,380 

1,028,468 

671,440 

247,113 

23,866 

251,359 

29,425 

137,361 

11,204 

137,361 

11,204 

66,916 

1,007 

66,816 

1,007 

1,418.126 

_ 629,456 

1,484,103 

713.075 

620 

620 

620 

620 

72,590  143,288 

E*282)  _ (70,699) 

1&.308  72.590 


Balance  at  the  beginning  of  the  year 
Movement  In  operating  lease  asset 
Balance  at  the  end  of  the  year 
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KOU-KAMMA  MUNICIPALITY 

NOTES  TO  THE  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  3016 


2016 

R 


2017 

R 


11.  CONSUMER  DEPOSITS 
Electricity  and  Water 
Total  Consumer  Deposits 

12.  PROVISIONS 

Balance  at  beginning  of  Year 
Provision  for  bonuses 
Performance  bonus  provision  utilised 

Total  Provisions 


Provisions  raised  include  provision  for  workmen's  compensation,  performance  bonuses  and  annual  bonuses 

included  In  the  provision  is  and  amount  of  R1  206  636  relating  to  workmen1®  compensation.  This  has  been  estimated  based  on  a  return  of  aiming  calculation 
baaed  on  current  financial  information. 

Provision  for  bonuses  includes  both  performance  bonuses  of  e57  employees  and  1 3th  cheque  of  all  other  employees.  Provision  for  performance  bonuses  was 
made  for  the  2C17/1B  financial  year.  Performance  bonuses  far  the  2015/16  and  2016/17  financial  year  has  nqt  been  paid  as  at  tha  end  of  tha  2017/16  financial 
y*ar.  A  decision  was  made  not  to  pay  any  performance  bonuases  for  the  2015/16  financial  year.  In  addition  to  this  reviews  revested  that  only  one  director  will  be 
eligible  for  a  performance  bonus  for  the  2016/17  financial  year  The  balance  of  all  performance  bonuses  that  will  not  be  paid  has  been  reversed  during  the  2017/18 
financial  year. 

13.  PAYABLES 

13.1  PAYABLES  FROM  EXCHANGE  TRANSACTIONS 
Trade  payables 

Other  payables 
Accrued  Expenses 
Total  Payables 

The  average  credit  period  on  purchases  is  30  days  horn  the  receipt  of  the  Invoice,  as  determined  by  the  MFMA,  No  Interest  Is  charged  for  the  Rat  30  days  from 
Ihe  date  of  receipt  of  the  Invoice.  Thereafter  Interest  Is  charged  in  accordance  with  tha  credit  policies  of  the  various  Individual  c  red  (tors  that  tha  municipality  deals 
tffh.  Tha  municipality  has  financial  risk  policies  In  place  to  ensure  that  all  payables  are  paid  within  the  credit  timeframe, 
ilie  management  of  the  municipality  is  of  the  opinion  that  the  carrying  value  of  Creditor  approximate  their  fair  values. 

The  fair  value  of  Creditors  was  determined  after  considering  the  standard  farms  end  conditions  of  agreements  entered  into  between  the  municipality  and  other 
parties. 

13.2  PAYABLES  FROM  NON  EXCHANGE  TRANSACTIONS 
Shortterm  loan 


14.  UNSPENT  CONDITIONAL  GRANTS  AND  RECEIPTS 
DSRAC  Library 

Housing  rectification 

National  -  Department  of  Water  Affaire  Grant 
Other  Spheres  of  Government 
DoE-INEF 

Total  Unspent  Conditional  Grants 

Grants  spent  during  the  financial  year  Is  In  accordance  with  the  conditions  thereof. 

15.  EMPLOYEE  BENEFIT  LIABILITIES 
Non  currant  liability 

P oat-retirement  Health  Care  Benefits  Liability 
Provision  for  Long  Service  Awards 


Current  portion  of  long  term  liability 
Post-retirement  Health  Cara  Benefits  LJabftty 
Provision  for  Long  Service  Award* 


15. 1  Post-retirement  Health  Care  Benefits  UsbtHty 

Balance  at  beginning  of  Year 
Net  actuarial  kreeeta/fgelne) 

Increase  due  to  Discounting 
Benefits  paid 

Total  Post-retirement  Health  Care  Benefits  LiabNHy 
Transfer  to  Current  Ptoviehma 

Non-current  portion  of  post-retirement  Health  Care  Benefits  Liability 

Tha  assumptions  used  ere  based  on  statistics  and  market  date  as  at  30  June  2018.  The  foGowtng  assumptions,  in  Jfoe  with  GRAP  25,  haw  been  used. 
Assumption*  used  at  the  reporting  dele: 

Discount  rates  used 
General  Inflation 
Med  Feat  inflation 
Reel  rate  (GAP) 

KKBMtaMJlBIEIBtfgli 

GRAP  25  defines  the  determination  of  the  Investment  return  assumption  to  be  used  as  the  rate  fiat  can  be  determined  by  reference  to  market  yields  on 
government  bonds.  The  c latency  end  term  of  the  government  bonds  should  be  consistent  with  the  currency  and  estimated  term  of  the  obligation.  Consequently, 
a  discount  rats  of  8.13%  per  annum  has  been  used.  The  corresponding  Index-linked  yield  at  thia  term  Is  2,61%.  These  rates  do  not  reflect  any  adjustment  for 
taxation.  These  rates  were  deduced  from  tha  yield  curve  obtained  from  the  Bond  Exchange  of  South  Africa  after  the  market  close  on  30  June  2018. 


104586 

104.588 

104,588 

104,6811 

2.580331 

1,860,900 

(103,117) 

709.932 

2,467,714 

2,590,831 

10,030,545 

2C.S64.665 

3,036,010 

2.739,498 

10.672.480 

i3.7B4.iea 

23,738,036 

37.0BB.327 

935.502 

. 

835,502 

566,661 

427,507 

1,101.359 

636,347 

364,798 

- 

434,619 

154,110 

1.622,150 

1,663,270 

2,043,303 

2,079,860 

1.664.712 

1.522.227 

3,706,095 

3,602.107 

201,964 

164,592 

411.4B0 

143,981 

611464 

328.573 

2,264,472 

1,336,307 

-26,230 

942,687 

190,717 

106,766 

(184,562) 

(125,508) 

2,245,367 

2,264,472 

(201,964) 

(184,592) 

2,043463 

2,079,680 

9.13% 

8.76% 

5.66% 

6.58% 

7.16% 

7.08% 

1.84% 

159% 

Hesitfr  cfitf  goal  IfiflffflW  exempt  jga. 
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This  assumption  Is  retired  1c  reflect  the  estimated  future  changes  in  the  cost  of  medical  services,  resulting  from  both  Inflation  and  epedffc  changee  in  medics? 
cuts  ffcr  exampie  due  to  technologic*:  advances  or  changes  in  utilisation  pattens).  Any  assumption  regarding  future  medical  scheme  oonMbutcnincre*ses  » 
Msdon  omew  hnsb.«  assumed.  This  Is  MM  id  assess  of 

liability,  namely  S.56%.  A  larger  differential  vwutd  be  unsustainable.  eventually  forcing  members  1c  less  expansive  optane.  .hie  Implies  a  net  discount  rete  of 
1.84%. 


2018 

R 


Future  Inflation  assumption: 

AIM  duration  the  discounl  nde  detarrlned  b,  using  the  Bond  Exchanged  Coopor .Yield  Cun,.*.. 30  June 

Inflation-linked  bonds  of  e  slmliar  term  was  about  2.81%  per  annum,  implying  ar:  underlying  expectation  of  Inflation  of  5^,6%  pe.  annum  (11+9.13*^%] 

[i+2,ei%>i)i 
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2MB 

R 


2017 

R 


16.  EMPLOYEE  BENEFIT  LIABILITIES  {Continued) 

Wfo  cPUfl*  HE*?? 

rt  to  the  retat:ve  Eevels  of  the  discount  rate  and  healthcare  inflation  to  one  another  that  are  Important  rather  than  the  nomine!  values.  A  not  discount  factor  of 
1 .84%  per  annum  ( [1*9,1 3%;  1  [1+5.66%>1J. 


Fogferaitlremapl  moffl|||fr; 

The  post-retirement  mortality  assumptions  ere  bated  on  the  PA(90)  mortality  tables  rated  down  by  1  year  This  assumption  to  In  line  with  the  previous  essjnpttons 
used. 


It  has  been  assumed  that  husbands  wiN  be  4  yeara  older  then  their  wives.  For  currant  retiree  members,  actual  marital  status  was  used  and  the  potential  for 
remarriage  was  ignored. 


Sensitivity  anahrela 

The  results  of  the  valuation  are  dependent  on  the  underlying  assumptions  made.  The  assumptions  represent  our  beet  estimate  of  future  events.  The  actual  cost  of 
the  subsidy  wfll  however  be  dependenlon  the  adust  experience.  The  tables  be'cw  Illustrate  the  likely  Impact  certain  changes  to  the  uneeiiyfng  assumptions  would 
have  on  the  results. 


Real  rale  of  return 

Liability 
Cost  1  (Saving} 


Mortality 

Liability 
Cost  /  (Saving) 

The  amounts  recognised  hi  the  Statement  of  Financial  Position  are  as  follows: 

Balance  at  the  beginning  of  the  year 
Nat  actuarial  (tosaeayproflts 
Interest  coat 
Benefits  paid 

Total  Recognised  Benefit  Liability 

The  amounts  recognised  in  the  Statement  of  Financial  Performance  are  as  follows: 
Interest  oost 

Actuarial  losses  /  (gains) 

Total  Poet-retlrenwftt  Benefit  Included  In  Employee  Related  Costs  (Nets  23) 

2MB 

R 


ObiiqaiJon 

Midi 


2,245,367 

2,246367 


04%  decrease  fn  S4%  Increase  In 

Current  Assumption  0.46%  oapfQ.04%)  cae  (C.9B%1 


2345367 

2,133,099 

2,357,635 

112,268 

(112,268) 

Current  Assumption  PAfflOV) 

PA190I 

PA/B012 

2,245,367 

2,141/07 

2,349,327 

* 

103,960 

(103,960) 

2,264/72 

1,338407 

*25,230 

942,887 

19CJ17 

108,786 

(184.592) 

(125.508) 

2445,367 

2464/72 

190,717 

108,766 

-25430 

942,887 

165/87 

1451,673 

£617 

2016 

2015 

R 

R 

R 

2,264/72 

1,338,307 

1,691411 

2464/72 

1/38407 

1,681/11 

Jn  accordance  wWi  the  transitional  provisions  for  the  amendments  to  GRAP  25  Employee  Benefits  In  December  2004,  the  disclosures  above  are  determined 
prospectively  from  the  2008  reporting  period. 


153  Post-retirement  Long  Service  Awards  Habfllty 


Balance  at  beginning  of  Year 

Actuarial  Gain 

inoreasa  due  to  Discounting 

Benefits  paid 

Current  service  cost 

Balance  at  end  of  Year 

Transfer  to  Current  Pravlstona 

Total  Post-retirement  Long  Sendee  Awards  liability 

The  assumptions  used  are  baaed  on  statistics  and  market  data  as  at  30  June  2016.  The  following  valuation  eaeumptions  are  consistent  with  toe  requirements  of 
GRAP  25. 

Discount  rate 
General  inflation 
Salary  Inflation 
Real  rate  (Gap) 

Discount  rata  Assumption 

The  discount  rate  required  by  GRAP  25  should  be  set  with  reference  to  a  high  quatity  corporate  bond.  However,  where  the  market  (n  these  bonds  is  not  significant, 
the  market  ytdds  on  government  bond*  cons  Want  w()h  the  estimated  term  of  the  UPbiHe*  should  be  used.  A  discount  rate  of  B.07%  per  annum  has  bean  us  ad. 
Thta  Is  derived  by  using  *s  Bond  Exchange  Zero  Coupon  Yield  Curve.  The  corresponding  liebltty  weighted  Index-linked  yield  to  2.69%.  These  rates  do  not  reflect 
any  adjustment  tor  taxation.  These  raise  wsre  deduoed  from  toe  yield  curve  obtained  from  the  Bond  Exchange  of  South  Africa  after  the  market  dose  on  30  June 


1,666406 

1445/76 

238,888 

(90413) 

131464 

123480 

(143.9B1) 

(135451) 

183.713 

223/16 

2/76,192 

1,666466 

(411/80) 

(143.981 1 

1464*712 

1422427 

8.70% 

644% 

547% 

6.06% 

647% 

6.05% 

2.19% 

2.07% 

Future  Inflation  Assumption 

This  assumption  Is  required  to  reflect  the  estimated  growth  to  eateries  of  the  eligible  employees  until  retirement  It  Is  important  h  that  the  LSA  are  based  on  an 
employees  salary  at  the  date  cf  award.  General  salary  Inflation  In  moat  Industries,  experience  has  shown,  that  over  the  tongtom.  salary  Inflation  is  between  1.0% 
and  1 3%  above  CPI  inflation.  Thus  a  general  salary  bflatlor  of  6.37%  per  annum  over  the  expected  term  of  the  liability  has  been  assumed,  which  to  1.00%  higher 
than  the  estimate  of  CPI  Inflation  over  toe  same  tern.  The  assumption  reflects  a  net  discount  rate  of  2.19%.  It  has  been  assumed  that  the  next  salary  increase  will 
take  place  on  1  July  2016. 

H^PfrEBKnjJ Ms 

!t  to  the  relative  levels  of  the  discount  rate  and  salary  Inflation  to  one  another  that  are  important,  rather  than  the  nominal  values.  We  have  thus  assumed  a  net 
dtocount  factor  of  2.19%  per  annum  ( [  1+8.70%]  S  [1+6,37%]-1). 
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StntlMw  analysis 

The  results  of  the  valuation  are  dependent  on 
cost  of  We  subsidy  will  however  be  dependent 


Discount  rate 


the  underlying  eeeumplicna  made.  The  eseumptions  represent  our  beet  estimate  o(  future  experience.  The  a 
on  Ihe  actual  experience. 

Current  Assumption 
fi.24% 


2,076,192 


Liability 
Cost  /  (Saving) 


201 S 

R 


p  ^crease  of 
Q.5%-.  7.38% 

1,972,382 

1C3.B10 
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2017 

R 


increase  of 
0 JS%:  6.39% 

2,180,002 

(103,610) 
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KOU-KAMMA  MUNICIPALITY 

NOTES  TO  THE  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2016 


2018 

R 


2017 

R 


Retirement 


Current  Assumption 
ReUreat 


Liability  2,076.102 

Cost/  (Saving) 

The  i mounts  recognis'd  In  the  Statement  of  Financiri  Position  are  as  fdDom: 

Balance  at  the  beginning  of  the  year 
Current  service  ocste 
Interest  ooct 
Benefit®  paid 
Actuarial  (lottos)  /  gains 
Total  Reeognleed  Benefit  UafallHy 


The  amount*  recognised  in  the  Statement  of  Financial  Performance  are  «  follows: 

Current  service  cost 
Interest  ooet 

Actuarial  (toroes)  1  gains 

Total  Long  aenrica  award  Included  In  Employee  Related  Costs  (Note  23) 

The  history  of  experienced  adjustments  It  a*  follows: 

2018  2017  2016 

*  R  R 


Obligation 

Deficit 


,2,076,192  _ 1.666.208  _ 1,545.676 

2,076,192  1,866^06  1,545.876 


In  accordance  wfth  the  transitional  provisions  fertile  amendments  to  GRAP  25.136  (m)(ti)  &  (n).  Employee  Benefits  in  December  2004,  tie  disclosures  above 
determined  prospectively  from  the  2006  repotting  period. 


The  municipality  operates  an  unfunded  defined  benefit  plan  for  ail  Itto  employee®.  Under  toe  plan  a  long-service  award  is  payable  after  5  years  of  continuous 
service  and  every  6  years  thereafter  to  employees.  The  provision  is  an  estimate  of  the  long  sendee  based  on  historical  staff  turnover.  No  other  long-service 
benefits  ere  payable  to  employees. 


Actuarial  valuations  are  performed  annually.  The  most  recent  valuations  of  the  present  value  of  the  defined  benefit  obligation  was  carried  out  at  X  June  2018  by 
DT  Murerfws  &  TG  Mhonde  for  One  Panagea  Financial  consulting,  a  member  of  the  Actuarial  Society  of  South  Africa. 


The  defined  benefit  obligation  end  the  refuted  current  service  cost  end  past  service  cost,  were  measured  using  the  Projected  Unit  Credit  Method. 
16.  NON-CURRENT  PROVISIONS 

Reconciliation  of  non-current  provision® 


Opening  Balance 

increase  to  provision  due  to  discounting 
Total  Non-Current  Prevision 

Assumptions  for  landfill  alia  provision 

Ths  most  critical  assumption®  for  estimating  the  life  expectancy  and  rehabittaflon  costs  of  a  landfill  are: 

-  Avalable  permitted  airspace  (typically  expressed  in  cublo  metres  (m3).  The  sites  wlU  uttimatefy  be  used  from  one  side  of  the  fence  to  the  other  along  the  sites' 
perforator.  However,  the  Aral  land  use  has  not  been  determined  for  all  these  site®  whk#>  would  fodtoato  the  height  that  to  useful  far  the  sites  hence  the  report 
assumes  that,  for  the  sake  of  calculations,  the  height  of  the  sites  will  be  between  3  and  5  meters  from  tie  lowest  level  reached  by  the  waste. 


Retire  at 

Retire  st 

average  aae 

average  agf 

_ SZ 

1,930,859 

2,221,525 

145,333 

(145,333) 

1,666,208 

1,545,876 

163J13 

223,416 

131.364 

123*280 

(143.981) 

(135,651) 

238,988 

190.5131 

2,076,192 

1,066208 

163,713 

223,416 

131,364 

123280 

238,888 

(90,51 3  J 

563,965 

256,183 

2015 

R 

1.387.060 

1,387,050 

1,335.532 

1,274,000 

57.657 

61.531 

1,393*389 

1,335)532 

•  Airspace  utilization  factor  commonly  referred  to  as  the  In-piece  wrote  density  (typically  expressed  as  tons  of  waste  placed  per  cubic  meter  of  ahepece  consumed 
(tora/rnS).  The  average  density  of  the  wests  la  between  C,  75  T/m3  to  1, 20  T/m3,  depending  on  waste  type  and  compaction  efficiency,  as  prescribed  by  DWAF 
Minimum  Requirements  for  Waste  Disposal  by  Landfill  (Second  Edition,  1996).  in  this  report  It  he®  been  assumed  that  It  to  0.75T/m. 


-  Waste  acceptance  rate  (typically  expressed  in  tons  per  year  (tpy).  Dally  deposition  of  wests  to  about  10  Tonafoer  day  (estimates  given  by  municipal  staff  and 
there  were  no  proper  record®  kept). 


•The  ettes  listed  below,  have  been  in  existence  far  the  reporting  period: 

Kareedouw 

Jbubertina 

Krekeeirivter 

Lnuterweter 

Coldstream 

Woodlands 

Clarkson 

-  the  methodology  prescribed  by  DWAF  assumes  that  landfilling  1®  done  instead  of  waste  dumping. 


17  ACCUMULATED  SURPLUSES 

The  Accumulated  -Surplus  oonetoto  of  the  following  Internet  Funds  and  Reserves: 

Accumulated  Surplus  /  (Deficit)  due  to  the  results  of  Operations 

325.741.521  303,563,464 


1  FI  PROPERTY  RATES 


Rate*  received 

Residential 

Commercial 


3,945,021  3&40.166 

3,107,792  4,000,196 
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2016  2017 

R  R 

3,550,924  3,864,366 

Agricultural  -  6.S7B 

Medical  5,014,054  4,732,051 

Government  _ 108.541  - 102,357, 

Schools  15.727,232  16,256,133 
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NOTES  TO  THE  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2018 


2018 

2017 

18  PROPERTY  RATES  (continued) 

R 

R 

Valuations 

Residential 

Commercial 

1,175,662,230 

1,175,802,230 

State 

243,692,000 

243,692.000 

Agriculture 

419,777,000 

410,777,000 

Exempted  properties 

1.624,680,200 

2,016,806.199 

184.655.000 

194.655.000 

3.646,686.430 

<042,312.429 

Valustiene  on  land  and  bulkirr^ge  era  performed  every  4  year*.  The  lest  general  valuation  came  into  effect  on  1  July  2016.  Interim  valuations  are  processed  on  an 
annua,  basis  to  lake  into  account  changes  In  Individual  property  values  due  to  alterations  and  subdivisions.  A  6.0  per  cent  increase  In  tariffs  has  b^^tec. 

Med  leaf  aid  la  included  In  government 

iX^tta^^.803405  ‘  *  *PPll<H:' 10  PnfPW,y  ”*#»"  to  —-nt  ■*»  R«b»t»  of  30%  granted  to  proportlM  whir.  n.unlclp.lay  dm 

Rates  are  levied  on  an  annual  basis,  with  the  option  of  paying  the  rates  on  a  monthly  basis. 

18  INCOME  FROM  AGENCY  SERVICES 

The  fencing  Income  ie  generated: 

Driver  License  Fees 

Motor  Vehicle  licenses 

1,059,856 

1,163.164 

Roedwmfthy  certificates 

1,401 ,214 

692,646 

Fire  Services 

29,197 

106.216 

2.655.0G0 

3.599.000 

20  GOVERNMENT  GRANTS  AND  SUBSIDIES  RECOGNISED 

5,145.267 

5.783.046 

National  Equitable  Share 

Ftoencfal  Management  Grant  (FMG) 

42,375.000 

38,957,915 

EPWP 

1,900.000 

1,825,000 

Sarah  Baartmen  District  Municipality:  Environmental  Health  Subsidy 

1,000.000 

1,000.000 

Sarah  Baertman  District  Municipality 

910,313 

982,926 

PMU*  Expenditure  Accounted  for 

491,916 

DSRAC 

724.900 

734.700 

MIG  Grant 

792,626 

886,968 

Local  Government  Cacadu  District  Municipality 

19,634,385 

11,450.629 

Provincial:  Department  of  Housing  Grant 

' 

8,000 

National:  DWAF 

145,107 

2,045.234 

Department  of  Energy  (INEP) 

354,762 

4,349,434 

Pravtocta!  Public  work* 

2,845,690 

142,875 

National  Treasury 

- 

2,136329 

Drought  Relief  Grant 

7,148.523 

+ 

Total  Government  Grants  and  Subsidies 

769,999 

79,103^641 

64.490310 

National:  Equitable  Shave 

-l8? ,BT* te. ■**,«? *»  I^Wdi. of  b«!o  M»f«  to  iMigont ooomtotfy  m«rb«*  Air  ngMMrf  Mias*.  no*.  . 

whi’*  •*  ,nnuaiiy  * — *  « — « — 

Financial  Management  Grant  (FMG) 

Balance  uneperrt  at  beginning  of  year 

Current  year  receipts 

■* 

T 

Conditions  mat  *  transferred  to  Revenue 

1,900,000 

1,026,000 

Balance  at  the  end  of  the  year 

I1.80C.0001 

(1,625.0001 

T"“,y  ta  10  h*  to*™*  *»  »■"■«  ««P«  «*»™  ™qu**d  by  1h.  Munhdp.1 

Local  Government:  Cscadu  District  Municipality 

Balance  unspent  at  begbining  of  year 

Currant  year  receipts 

434,618 

442,619 

Transferred  to  Revenue 

40,000 

* 

Other  Adjuafmenfla/Ratonde 

(474,619) 

(6,000) 

Balance  at  the  end  of  the  year 

- 

0 

434319 

Grant  puipoae:  To  provide  tending  to  support  the  strategic  planning  and  IDP  functions  within  the  municipality. 

Provincial:  LED 

Bale  nos  unspent  at  beginning  of  year 

Current  yaar  raoefpta 

- 

(883) 

Trans  toned  to  Revenue 

- 

- 

Balance  at  the  end  of  the  year 

- 

883 

*■ 

Grant  purpose:  To  provide  funding  far  the  employment  of  a  LED  assistant  to  assist  with  LED  programmes  within  the  municipality. 

PMU-  Expenditure  Accounted  far 

Balance  unspent  at  beginning  of  year 

Currant  year  reosfpta  racognieed 

Transferred  to  Rovanue 

724,900 

734,700 

Balance  at  the  end  of  the  year 

(724.9001 

(734,7001 

- 

Sarah  Baartman  District  Municipality:  Environmental  Health  Subsidy 

Balance  unspent  «1  beginning  of  year 

Current  year  receipts 

- 

- 

Transferred  to  Revenue 

910,313 

962,926 

Balance  at  the  and  of  the  year 

(910.3131 

(962.9261 

- 

- 

Purpose  of  the  eubsidy :  To  provide  environmente'eervlces  on  behalf  of  Sarah  Baariman  District  Municipality. 


National  *  Department  of  Water  Affairs  Grant 
Balance  unspent  at  beginning  of  year 
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364,796 


268,704 
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201 8 
R 


Current  year  receipts 
Trans' erred  to  Revenue 
Balance  at  the  end  cf  the  year 

Grant  purpose:  The  purpose  of  the  grant  ?s  lor  the  purchasing  of  water  qua!ity  monitoring  equipment 


(364,786) 


2017 

R 

4,425,526 

(4.349,434) 

364,786 


iG 
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20  GOVERNMENT  GRANTS  AND  SUBSIDIES  RECEIVED  (continued) 

D5RAC  Library  Subsidy 
Balance  unspent  et  beginning  of  year 
Current  year  receipts 
^rsnefefred  to  Revenue 
Balance  at  the  end  of  the  year 

Grant  purpose:  The  purpose  of  the  grant  is  a  subsidy  for  Ebrary  cervices  in  the  Kou-kamms  district.  The  subsidy  covers  «  tones,  operation  end  maintenance  costs. 


MIG  Grant 

Balance  unspent  at  beginning  of  year 
Current  year  receipts 
Transferred  to  Revenue 
Other  Adjustmente/Refunds 
Balance  at  the  and  of  the  year 


Grant  purpose:  The  purpose  of  the  MiG  grant  is  to  provide  capital  funding  for  the  upgrading,  maintenance  of  the  municipal  infrastructure  in  order  to  provide  basic 
services  to  Ihe  community. 


Department  of  Energy  (MEP) 

Balance  unspent  at  beginning  of  year 
Current  year  receipts 
Transferred  to  Revenue 
Other  Adjustments 
Balance  at  the  end  of  the  year 

Grant  Purpose:  The  purpose  or  the  grant  is  to  implement  the  Integrated  National  Electrification  Programme  (INEP)  by  providing  capital  subsidies  to  municpalitiBs 
to  address  the  electrification  backlog  of  occupied  residential  dwellings,  end  the  installation  of  bulk  infrastructure. 


Housing  rectification 
Balance  unspent  at  beginning  of  year 
Current  year  receipts 
Transferred  to  Revenue 
Baleno*  at  the  and  of  the  year 

Grant  purpose:  To  provide  fending  for  (he  oraatfon  of  sustainable  RDF  houses. 

Nstfon si  Treasury 
Balance  unspent  st  beginning  of  year 
Current  year  receipts 
Transferred  to  Revenue 
Balance  at  the  end  of  the  year 


Grant  purposs:  To  ssslts  aflh  the  payment  of  Audit  fess 

Public  Works:  Drought  Relief  Funding 
Balsnoe  unspent  at  beginning  of  year 
Current  year  receipts 
Transferred  to  Revenue 
Balance  at  the  end  of  the  year 

Grant  purpose:  To  eeebt  municipalities  with  drought  relief  measures 

Department  of  Reads  and  PubSc  Works 
Balance  unspent  et  beginning  of  year 
Current  year  teceipto 
Transferred  to  Revenue 
Balance  at  the  end  of  the  year 

Grant  purpose:  Pavtag  of  various  roads  wtthfn  the  municipal  boundaries 
EPWP 

Balance  unspent  et  beginning  of  year 
Currant  year  receipts 
Transferred  to  Revenue 

Balance  at  the  end  of  the  year 

Grant  purpose:  To  provide  employment  to  improve  the  quality  of  life  of  unemployed  people  through  the  appointment  of  them  to  do  labour  Intensive  prefects  tor 
example;  Rood  Maintenance  and  the  maintenance  of  buildings;  Maintenance  of  social  Infrastructure;  Beautification  and  cleansing  of  the  municipal  areas. 

21  SERVICE  CHARGES 

Sate  of  Electricity 
Sate  of  Water 
Refus*  Removal 

Sewerago  and  Sanitation  Charges 
Total  Sendee  Charges 

Attributable  to; 

Continuing  Operations 


The  amounts  disclosed  above  for  revenue  from  Se-vfoe  Chargee  are  in  respect  of  services  rendered  which  are  billed  to  the  consumers  on  a  monthly  basis 
according  to  approved  tariffs. 

22  RENTAL  OF  FACILITIES  AND  EQUIPMENT 

Operating  Lease  Rental  Revenue; 

Premises 

Halls 


2016 

2017 

R 

R 

427,507 

362,475 

932,000 

932,000 

1792,826) 

1866.966) 

666,661 

427307 

(674,132) 

(374,803) 

10,867,100 

10,959,300 

(19,634.386) 

(11,456,629) 

(1,641,417)  (674,132) 


0  176i,772 


3,000,000 

- 

(2,845,890) 

(142,875) 

(33.8971 

154,110 

0 

636,347 

1,560,790 

610,119 

1,960,791 

1145,107) 

<2.045,2341 

1,101,356 

636,347 

7,146,523 

• 

(7,146,523) 

* 

. 

(770,000) 

769.999 

_ <2. 

- 

(643,029) 

1,464,900 

643.629 _ (2,136.829) 

_ ; _ (643329) 


1,000.000  1,000,000 

(1.000.000)  (1 ,000300) 


. 

- 

1,614,094 

12,216,311 

2,481.166 

8,696.781 

2,033.461 

11,768,315 

4,092,211 

8.560.251 

26.211,323 

2M71J37 

25211.323 

26.471237 

25411,323 

26,471.237 

160,910 

140,663  69.676 
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Houses 

Facilities  and  equipment 
Rental  of  equipment 
Rental  other 

Total  Rental  of  Facilities  and  Equipment 
Attributable  to: 

Continuing  Operations 


2016 

2017 

R 

R 

193.013 

1 26.940 

333,697 

379,726 

333,697  373.™ 


333.607 

379.728 

333,697 

379.726 

Renta!  [avenue  earned  on  Faculties  and  Equipment  Is  in  respect  of  Non-financial  Assets  rented  out 


SC 
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23  INTEREST  EARNED 


KOU-KAMMA  MUNICIPALITY 

NOTES  TO  THE  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2016 


2018 

R 


2017 

R 


External  Investments: 

Bank  Account 
Short-term  deposits 
Total  Interact  Earned 

Outstanding  Debtors: 

Debtors 

Total  interest  Earned  Outstanding  Debtors 


24  OTHER  REVENUE 

Connection  fees 
Valuation  certificates 
Building  plan  tees 
Lend  use  application  fees 
Information  fees 
Cemetery  fees 
Sundry  other  fees 
Total  Other  Revenue 
Attributable  to: 

Continuing  Operations 


The  amounts  disclosed  above  for  Other  Revenue  era  lb  respect  of  cervices,  other  then  described  In  Notes  16  to  21,  rendered  which  are  billed  to  or  paid  tor  by  the 
users  as  the  services  era  required  according  to  approved  tariffs. 


25  EMPLOYEE  RELATED  COSTS 

Employee  Related  Costs  -  Salaries  and  Wages 

Employee  Related  Costs  -  Contributions  to;  UIF,  Pensions  and  Medical  Aids 

Travel,  Motor  Car.  Accommodation,  Subsistence  and  Other  AHowancas 

Housing  Benefite  and  Allowances 

Overtime  Payments 

Long-eervica  swards 

Total  Employee  Related  Coats 


Attributable  to: 

Continuing  Operations 


Included  In  Employee  Related  Costs  la  an  amount  of  R2  246  367  (2017:  R2  264  472  J  paid  by  the  municipality  to  Defined  Contribution  Plans  at  rate*  spedfiad  by 
the  rules  of  the  plans.  For  the  financial  period  ending  30  June  2018,  contributions  due  to  reaped  of  the  2017/18  reporting  period  has  been  accounted  tor  end  paid 
over  to  the  plane  accordingly. 

Remuneration  of  Section  67  Employee*: 

Remuneration  of  the  Municipal  Manager  (Kate  P.M)  Appointed  11  April  2017 
Annual  Remuneration 
Car  and  Other  Allowances 

Company  Conbfeutions  to  U1F,  Medical  and  Penalon  Funda 
Total 

The  Municipal  Manager  f*  Kate  P.M.  was  appointed  11  April  2017 

Remuneration  of  the  Municipal  Manager  (Nkuhlu  S.)  Resigned  23  January  201 7 

Annual  Remuneration 

Termination  have 

Car  and  Other  Allowances 

Company  Contributions  to  U1F.  Medical  end  Pension  Funds 
Total 

The  Municipal  Manager  Mr  Nkuhlu.  S  resigned  23  January  2017 

Remuneration  ct  the  Chief  Financial  Officer  (Venter  N,)  Contract  ended  31  November  2016.  Re-appointed  27  .ternary  2017 

Annual  Remuneration 

Termftiatktfi  leave 

Car  and  Other  Allowances 

Company  Contributions  to  UIF.  Medical  end  Pension  Funds 
Total 

The  contract  of  the  Chief  Financial  Officer  Ms  Venter  N.  ended  31  November  2016.  The  contract  was  renewed,  appointed  date  27  January  2017 

Remuneration  of  the  Manager:  Corporate  Servloes  (Tom  T.) 

Annual  Remuneration 
Car  and  Other  Allowances 

Company  Confrftutiona  to  UIF,  Medical  and  Pension  Funds 
Total 

The  Manager:  Corporate  Services  Ms  Tom  T.  was  apolnted  1  December  2017 


Remuneration  of  the  Manager:  Corporate  Services  (Zeralte  M.) 

Annual  Remuneration 
Car  and  Other  Allowances 

Company  Contributions  to  UIF,  Medic  si  and  Pension  Funds 
Total 

The  Manager  Corporate  Services  Mr  Zenzlle  was  apolnted  far  the  month  of  October  2017  only 


147,782 

8,098 

65  MB 

64.408 

213,530  72:506 


11.358546 

9,188,128 

1VB7Z476 

9.260*634 

221,488 

50,738 

10,755 

13,636 

229,460 

86  Jill  6 

32,063 

16,822 

39,607 

50,963 

72,852 

7B.03B 

327.967 

3.367.446 

934^12 

3*667,029 

934.212 

3,667.028 

934512 

3,667.029 

£7,311,763 

25,922.296 

6,257,223 

6,024,142 

2,373,741 

2,896.580 

197,250 

182,000 

2,501,387 

1,880,357 

35,793 

70.068 

39.677.157 

36475432 

38,677,157 

36,975,432 

38,677,157  36*975432 


935,682 

204.179 

240,108 

7,674 

12.703 

2465 

1*188*483 

214418 

532,768 

217,368 

173,866 

10290 

934293 

801,771  677,699 


- 

173,962 

144,000 

116,000 

10.832 

10.635 

958,803 

978,896 

360,066 

215,222 

6669 


581.896 

83,693 

934 

84*627 

- 
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2018  2017 

R  R 


Remuneration  of  the  Manager:  Technical  Services  (Kwababana  O.) 

161,628 

365,903 

Annua!  Remuneration 

119,092 

- 

Termination  leave 

Performance  Bonus  201-4/15 

240,325 

576,760 

Car  and  Other  Allowances 

5.492 

10.383 

Company  Contributions  to  UIF,  Medical  and  Pension  Fund® 

526,537 

973,066 

Total 

The  Manager :  Techn:cal  Services  Ms  Kwebabana  O.  resigned  30  November  2017.  The  post  remain  vacant 
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2016 

R 


2017 

R 


2S  EMPLOYEE  RELATED  COSTS  (continued) 

Remuneration  of  the  Manager:  Strategic  Services  (Mpumlwana  M) 

Annual  Remuneration 
Termination  leave 
Car  and  Other  Allowances 

Company  Contribution*  to  UIF,  Medical  and  Pension  Funds 
Total 

Tna  contract  of  the  Manager :  Strategic  Services  Mr  Mpumlwana  M  errded  31  December  2016.  The  post  remain  vacant 

Remuneration  or  the  Manager  Community  Service*  (Sompatf  T) 

Armuai  Remuneration 
Tarminedor  Leave 
Car  and  Other  Allowances 

Company  Contributions  to  UIF,  Medical  and  Pension  Funds 
Total 

The  contract  of  the  Manager :  Community  Services  Mr  Sompani  T.  ended  3C  September  2017,  The  post  remain  vacant 

Employee  costa 
Employee  related  costs 
Directors 

26  REMUNERATION  OF  COUNCILLORS 

Mayer 

Councilors 

Councilors'  allowances 

Total  Councillors'  Remuneration 

Councillor*'  remuneration 


GonJ  P 
Harman  F.E, 


Janies  B 
KrigeJ 
Le  Roux  Y.C. 
Nelson  L 
Plaetjtes  J. 
PottieN 
Pullen  H.P. 
RhoedersC 
SbydcmF 
SmftK 
Yak®  F.  J. 


In4dnd  Benefits 

The  Executive  Mayor  le  fuJWfme  and  Is  provided  with  an  office  and  secretarial  support  at  the  coat  of  the  Council, 
Thewu^Jllor  aatariae,  allowances  end  benefits  ere  within  the  upper  !lm»a  of  the  framework  envisaged  in  section  210  of  the 


27  DEPRECIATION  AND  AMORTISATION 

Depreciation:  Property,  Plant  and  Equ^mant 
Amortisation:  intangible  Assets 
Depreciation:  Investment  Property 
Total  Depreciation  and  Amortisation 


Attributable  to: 

Continuing  Operations 


26  FINANCE  COSTS 

Other  Interest  paid 
Supplier* 

Finance  Chargee 
CredHora  Overdue 
Attributable  to: 

Continuing  Operations 


20  BULK  PURCHASES 

Electricity 

Water 

Total  Bulk  Purchases 

30  CONTRACTED  SERVICES 

Professional  Fees 
Security  Services 
Genera!  contract  expenses 
Total  Contracted  Services 
Attributable  to: 

Continuing  Operation* 
Discontinued  Operations 


339,539 

173,962 

145,200 


. 

666,150 

192,341 

723,607 

164,400 

- 

59,769 

377,646 

_ lfi£3 

12.605 

441,393  1,11 3  J60 


38,677,157 

36,575,432 

3.778,51 1 

4,860.681 

42,456,667  41,656,114 


615251 

711,400 

1,886,778 

1,680,187 

729.187 

731.626 

3,433.216  3,123.213 


139,651 

220,753 

279,349 

220,753 

- 

27,727 

275,261 

220,673 

- 

26,937 

36,724 

- 

27,727 

279,348 

245,743 

69,925 

220,753 

- 

27,743 

270,201 

220,673 

• 

27,727 

280,593 

220,673 

192,010 

27,673 

279,348 

245,743 

260,657 

245,743 

205,616 

220,753 

2,891,486  2.447J95 


17/447,463 

22,697,070 

426,716 

112,348 

_ s&fioi 

_ 2L067 

16,505,169 


18.505.169 

23.026.505 

19506.169 

23k026wE05 

190,099 

976,183  1,536,157 

_ 235.099 


1,071,441 

1,951,355 

1.071,441 

1,861,355 

1,071441 

1,981,355 

3.372,836 

•10.454 

3,477,475 

36.002 

3.362.382 

3,513,477 

522,668 

877,770 

3.393.683 

257.122 
470.328 
2.007  032 

4,794.120 

2,734.460 

4,794,120  2,734,460 
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201! 

_ R 


4.794,120 
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2017 

R 

2,734,460 
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2016 

R 


2017 

ft 


31  GRANTS  AND  SUBSIDIES  PAID 

Low  income  subsidy/  Free  beck  services 

Community  projects 

Total  Grants  and  Subsidies 

The  bw  Income  subsidy/  free  basic  services  Is  In  respect  of  providing  basic  service  levels. 

Community  Projects  ere  in  respect  of  community  cultural  programs  and  catering  &  transport  cost  of  community  development  workers  within  die  murricipaWs  area 
of  jurisdiction. 

The  Mayor  makes  subsidies  available  on  application  after  consultation  with  the  Municipal  Manager  on  the  merits  of  such  an  application. 

32  GENERAL  EXPENSES 

included  In  General  Expenses  are  the  following: 


Advertising 
Audit  Fees  -  External 
Bank  Charges 
Cleaning 

Conferences  and  delegations 

Consumables 

Electricity  purchases 

Refreshment 

Fuel  end  oil 

Insurance 


Other  expenses 
Other  rentals 
Postage 

Printing  end  stationery 
Rental  of  office  equipment 
SPU  programs 
Subscription  and  publications 
Telephone  cost 
Trebling 

Materials  and  stores 
Travel  and  subsistence 
SALGA 

Total  General  Expenses 

33  REPAIRS  AND  MAINTENANCE 
Contra  dad  services 
Materials  and  stores 

Other  expenditure 

Repslre  end  Maintenance  is  disclosed  separately  In  accordance  with  mSCOA.  Comparatives  for  prior  year  Is  not  required 

34  CASH  GENERATED  BY  OPERATIONS 

(Deficit)/  Surplus  for  the  Year 
At^uttKfntfor: 

Depreciation  end  Amortisation 

Lueses  /  (Gains)  on  Disposal  of  Property,  Plant  md  Equipment 
Movements  In  retirement  benefit  assets  end  Debilities 
Movements  In  provisions 

Change*  in  working  cmpHtt 
(Increase)  /  Decrease  In  Inventories 

(Increase)  /  Decrease  In  receivables  from  exchange  transactions 

(Increase)  /  Decrease  In  other  receivables  from  non-exchange  transactions 

increase  /  (Decrease)  In  payables  from  exchange  transactions 

increase  /  (Decrease)  In  VAT  Recfevabto 

Increase  /  (Decrease)  In  unspent  condftfona!  grants  and  receipts 

Cash  generated  by  /  (utilised  In)  Operations 

35  UNAUTHORISED,  IRREGULAR,  FRUITLESS  AND  WASTEFUL  EXPENDITURE 


35.1  Unauthorised  Ezpendture 
Opening  balance 

Prior  year  approval  (rescinded  by  council) 
2017/18  Unauthoriaed  expenditure 
Unauthorised  expenditure :  Capital  Budget 


35,2  Fruitless  and  Wasteful  Expenditure 
Reconciliation  of  FruHtesc  and  Wasteful  expenditure: 
Opening  be  fence 

FruEtiees  end  Wasteful  Expenditure  current  year 


35.3  irregular  ExpendHure 
Opening  balance 

Bridging  of  the  supply  chain  policy 


8,098,228  12,072,813 


4.62B.75B 


8,088328 

16,782.372 

456,772 

27C,571 

3,086,371 

2,477.155 

346,656 

319,175 

46,195 

64,259 

1,801,667 

1,358,175 

3k5l  8,840 

3.822,536 

30,140 

49,114 

1,128,014 

1261,326 

213,220 

497,778 

229,495 

935,518 

180,336 

225,921 

T, 449,447 

27,651 

220,067 

24.079 

396.505 

362,054 

697,117 

483,113 

32,445 

56,404 

- 

24,124 

1,364,500 

1,585,896 

108,516 

61,729 

436,894 

848,404 

675,817 

11,950 

101,950 

16,046789 

15,461,608 

1,792,512 


1,792312 


16376,456 

2,772205 

18,505,169 

23,026505 

22,858 

-334,264 

143,809 

61,531 

193,117 

248,705 

-141,610 

267360 

-2,069,891 

236,898 

*5,097,935 

-7,958,340 

-11,060,780 

2,951,026 

-1,201,481 

-5,592,570 

*41.120 

-993.090 

15,548,592 

14,681466 

1,914,771  0 


-1,914,771 

- 

•16,125,928 

1,914,771 

-16.125.927 

1314771 

3,998263  2,103480 


sat- 


97.376)365 

37,436,616 

78,423,110 

16,953,255 

134313,181 

97,376365 

Irregular  expenditure  to  be  reported  to  National  Treasury  as  prescribed  by  section  170  of  the  MFMA 

R 


2017/18  Financial  year 
2018/17  Financial  year 
Total 


37,436,016 

97,376,365 

134,813,181 
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201B  2017 

R  R 


SKpendlture of R37 436 fi"6 (2016/17:  R16 &08 to  thMO respocfve 
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36  CORRECTION  OF  PRIOR  PERIOD  ERROR 


2016 

R 


The  correction  of  trre  errors  /  change  in  accounting  policies  resulted  in  adjustments  as  follows: 

36,1  Property  Plant  end  Equipment 
Correction  of  Depreciation 

Adjustment  against  retained  Minings  30  June  2017 
Adjustment*  effecting  the  statement  of  financial  position 
Decrease  In  Accumulated  Depreciation 


36-2  Intangible  assets 

Adjustment  against  retained  earnings  3D  June  2017 
Adjustments  affecting  the  statement  of  financial  position 
Decrease  In  Accumulated  Depredation 

36-3  Investment  Properly 

Adjustment  egelnet  retained  earnings  30  June  2017 
Adjustments  affecting  the  statement  of  Unsocial  position 
Decrease  In  Accumulated  Depreciation 

36.4  Property  Plant  and  Equipment 
Correction  of  Coat  Price 

Adjustment  against  retained  earnings  3D  June  2017 
Adjustments  affecting  tha  statement  of  financial  position 
Decrease  In  Purchase  price 

36-5  Investment  Property 

Adjustment  against  retained  earnings  30  June  2017 
Adjustments  affecting  the  statement  of  financial  position 
Decrease  In  Purchase  price 

36.6  Properly  Plant  and  Equipment 
Correction  of  Depredation 

Adjustment  against  statement  of  financial  performance 
Adjustments  affecting  the  statement  of  financial  position 
Decrease  In  Accumulated  Depredation 

36-7  Investment  Property 
Correction  of  Depredation 

Adjustment  against  statement  of  financial  performance 
Adjustments  affecting  the  statement  of  financial  position 
Decrease  In  Accumulated  Depreciation 

36-6  fntangfifie  assets 
Correction  of  Depredation 

Adjustment  agtinet  statement  of  financial  performance 
Adjustments  affecting  the  statement  of  financial  position 
Decrease  Jh  Accumulated  Depredation 

36-9  Trade  Payables 

Correction  of  creditors 

Adjustment  against  statement  of  financial  performance 
Adjustments  affecting  the  statement  of  financial  poattlon 
Decrease  In  creditors 


36.1  D  Trade  Payables 
Correction  of  creditor* 

Abutment  against  retained  earnings  30  June  2017 
Adjustments  affecting  the  statement  of  financial  position 
Decrease  In  creditors 


37  Material  kreeas 

Distribution  tosses  on  electricity 
Distribution  loesss  on  water 


Accounted  water  losses : 
Volume  Distributed  (W) 
Volume  BiBed(kS) 
NotvAevenue  Water  (kl) 
Methodology  used 


1,074,232 

6,667.694 

7,761,626 

LHras  par  annum 
1,191,505 
-747,435 
_ 444,070 


The  water  toes  calculations  were  baaed  on  the  readings  of  the  bulk  water  meters  on  the  main  tine  feeding  into  the  distribution  systems  from  the  reservoirs  end  then  the  end  users  meters. 


Er>  determining  the  wafer  teas  the  following  where  considered: 


The  methodology  to  based  on  the  fogies'  Intellect  or  arithmetic  principle  that  a  product  metered  atlnfca!  point  of  Vie  sealed  pipeline  wffl  be  equal  to  the  amount  of  product  metered  at  tiie  end  of  the 
same  pipeline 


Cn  fret  case,  the  volume  of  water  from  reservoir  metered  on  the  outfit  pipe  A  distributing  to  point  B,  C  end  D  to  expected  to  be  equals  to  the  sum  of  water  metered  at  points  8  C  and  D  ThB 
difference  to  therefore  considered  a  loss  as  it  Is  not  been  accounted  for. 

In  the  ebeenoe  of  meters  at  point  B,  Cand  D,  the  total  volume  of  watar  distributed  st  point  A  (Reservoir  outlet)  to  considered  water  loss  as  It  is  not  accounted  for  on  the  distribution  mains. 
The  value  of  water  to  based  on  the  expenditure  Incurred  in  relation  to  the  volume -of  water  purified  from  all  systems  InoJusEv©  of  bulk  water  purchases  for  the  entire  financial  year. 

Such  Information  to  used  to  determine  tiie  value  of  water  per  specific  volume.  The  determined  total  amount  of  wafer  unaccounted  for  le  then  converted  in  to  rend  value  baaed. 

36  Audit  fees 

Opening  balance 
Current  year  audit  foe 
Current  year  Interest 
interest  peld 
Writeoff 

Amount  paid  -  previous  yeans 


7,614,503 

3,516,704 

703,967 

-10,579,995 

-30,000 
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2017 

R 


15,810,466 

-15.810.466 


22,366 

-22,396 


-1,268,167 

1.268.187 


■138,654 
136 ,654 


-5,467,696 

5,467,696 


-8204 

8204 


-57,268 

57266 


-881,970 

661,970 


1,406*541 

-1.406.541 


1,393,697 

10,964,126 

12^71023 

Litres  per  annum 
1,361,715 
-536,173 
825.542 


7.380,912 

2,823,957 

737,432 

-3,327,797 
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2018 

R 


2017 

_R 


1,227,210 

7,614,503 

-n,„  balanca  unpaid  repraeenta  1h.  audit  feaa  Sial  aould  not  be  paid  due  to  financial  conab»Ma  endured  by  tha  municipality. 

39  PAYE  and  UIF 

6.397,650 

6,600,406 

Current  year  payroll  deductions 

<4.833,320 

•6,068,927 

Amount  paid  -  current  year 

1,864,330 

530,478 
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2018 

R 


2017 

R 


40  Pension  and  medical  aid  deductions 


Current  year  payroll  deductions  and  Council  contributions 

9.062,059 

8,454,509 

Amount  paid  -  currant  year 

-6,311,768 

-6,754,427 

770,291 

-299,918 

41  COMMITMENTS  FOR  EXPENDITURE 

41.1  Capital  Commitments 

The  municipality  had  the  following  capital  commitments  at  year-end. 

Commitments  In  nee  peel  of  Capital  Expenditure: 

-  Approved  and  Contracted  fbn- 

1.164551 

7.251.285 

infrastructure 

1,164,551  I  T 

7,251,285 

Community 

. 

Other 

L  *  i! 

. 

Total  Capital  Commitments 

1,184.551 

7,251,285 

This  expenditure  vrill  be  financed  from: 

Government  Grants 

MB4.551 

7.251.285 

1,164,551 

7,251.216 

412  Lease  Commitments  -  Amounts  payable  under  Operating  Leases 


At  the  Reporting  Date  the  municipality  had  outstanding  commitments  under  Mon-canoetiable  Operating  Lessee  for  Property,  Plant  and  Equipment  which  fall  due 
as  follows: 


Operating  leases  -  Municipality  as  lessee  (expense) 
Minimum  lease  payments  due 
-within  one  year 

-  In  second  to  fifth  year  Inclusive 

-  later  than  five  years 


The  MinEdpality  has  leased  portion  250  of  Krakedrivier  no,  314  to  SJrydom  Vrugteboerdery  for  R3.500  per  annum  wfth  an  escalation  of  10%.  The  lease  Is  for  an 
Indefinite  period. 

The  municipality  haa  entered  Into  a  lease  agreement  with  Telkom  to  rant  the  ISDN  3C  PRA  for  a  period  of  S  yearn  at  R2 857.56  per  month. 

The  municipality  has  entered  Into  a  lease  agreement  with  Telkom  to  rent  the  TI-DIS  Gold  Access  Service  for  a  period  of  3  years  at  R11  165.60  per  month. 


179,468  636,502 

14,286  219,809 
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The  Municipality  entered  into  a  tease  with  Wlan  de  Jager  for  the  uee  of  Prt  19  of  Fam  Mdkhoudfkraa:  254,  Hdorp  district  as  a  refuse  dumpdte.  The  tease  Is  for  a 
period  of  Ihreeyeere  at  a  monthly  motel  of  R25  0QG  escalating  at  the  higher  of  7%  or  CPI  at  the  anniversary  of  the  lease. 

Operating  tone  payments  represent  rentals  payable  by  the  muntofpcSty  for  certain  of  He  offtee  equipment 

The  munidpatty  haa  entered  into  en  operating  lease  agreement  with  Anfemax  Equipment  CC  for  the  rental  of  7  blzhub  machlnee  and  a  binder  for  a  period  of  three 
(3)  years.  The  lease  period  commenced  In  May  2015. 

The  fo taring  restriction*  have  been  imposed  on  the  municipality  In  term*  of  the  lease  agraemente  on  office  equipment: 

(!)  The  equipment  shall  remain  the  property  of  the  Lessor; 

(!!)  the  leasee  shall  not  eel,  sublet,  cede,  assign  or  delegate  any  of  If s  righto  or  obligation*  on  the  office  equipment:  and 
(HI)  The  equipment  shall  be  returned  In  good  order  and  condition  to  the  lesser  upon  termination  of  the  agreement 

Operating  leases  -  Municipality  ae  lesaor  (Income) 

Minimum  lease  payments  due 
-wfthln  one  year 

-  In  second  to  fifth  year  inclusive 

-  later  than  five  years 


WWI  235,593 

762.775  860,521 

326.360 _ 451.465 

1J36J936  1,567.579 


The  munlolpaRty  has  entered  Into  e  lease  agreement  with  Cell  C  (Ply)  Ltd  who  to  e  Hoensed  operator  of  an  electronic  communications  network.  Cod  C  (Pty)  Ltd  to 
leasing  •  alto  for  the  Installation  of  certain  Infrastructure  aseete  required  for  the  operation  of  Its  network.  The  tofta!  teaae  period  to  9  years  and  11  months  vrith  two 
renewal  options  of  5  years  each.  There  are  no  contingent  rentals  and  no  subleases. 

The  Municipality  has  entered  Into  a  lease  agreement  with  Vodecom  PTY  (Pty)  Ltd  who  la  a  licensed  operator  of  an  electronic  communications  network. 

Vod acorn  (Ply)  Ltd  to  tossing  a  site  for  the  installation  of  certain  infrastructure  eeseto  required  for  the  operation  of  Its  network.  The  Initial  tease  period  to  9  years 
and  11  months  with  two  renewal  options  of  5  years  each.  There  ere  no  contingent  rentals  and  no  subleases. 

The  Municipality  Hae  entered  into  a  lease  agreement  with  Vodaoom  PTY  (Pty)  Ltd  who  to  a  (teemed  operator  of  an  electronic  communication*  network. 

Vbdacom  (Pty)  Ltd  entered  into  a  lease  agreement  in  order  to  InstaK  antennas  and  equipment  on  the  building  situated  at  Joubertira.  The  lease  contract  expired  in 
2005 

The  Municipality  ha*  entered  Into  a  tease  agreement  with  Sentoch  Soc  Ltd  to  hire  a  portion  of  certain  property  situated  off  R62  In  Joubertlna  and  the  unimpeded 
uee  of  the  eooess  road  for  the  purpose  of  she  access. 

Interest  rate  Inoreese  to  In  line  with  a  published  indexflncroecas  In  line  with  CPI”). 

The  muntefoaltty  has  entered  into  a  lease  agreement  with  INtha  Crtche  for  the  uee  of  a  municipal  buHdtng  at  R5  per  months,  no  escalation  for  Oyeais  and 
11  months. 

The  municipality  ha*  entered  Into  a  lease  agreement  with  Kareadouw  Youth  Programme  for  the  uee  of  a  municipal  building  at  R60  per  month,  no  escalation  for 
3yeers. 

The  MimidpaRty  has  entered  Into  a  leas*  agreement  vrith  Atlea  Tower  Property  Limited  (MTN)  who  I*  a  Beamed  operator  of  an  etodronte  contmutication*  network. 
MTN  (Pty}  Ltd  to  teestng  the  Erf  77  In  Coldstream.  The  Initial  lease  period  to  9  yeere  and  11  months  at  R10  26C  per  month. 


42  FINANCIAL  INSTRUMENTS 

Categories  of  flnendai  instruments 

In  accordance  with  GRAP 1 04*13  the  Financial  Assets  of  the  municipality  ere  deeslfied  ea  follow*: 

Total 


12,662,726 
25,146,207 

59 


Flnandal  Aaseto  -  2018 

In  accordance  with  GRAP  104.13  the  Financial  Assets  of  the  municipality  are  classified  as  fotfowe: 

Receivables  from  Exchange  Transactions 
Receivables  from  Non-exchange  Trans  actio  ns 


At  amortised  cost 


12,862,726 

25,145,207 
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R 

1,464.723 

Cash  and  Cash  Equivalents 


63 


2017 

R 

1.464,723 

39.492.656 
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2018 

2017 

1  FINANCIAL  INSTRUMENTS  (continued) 

Ffnp"?tal 

R 

R 

Payables  from  exchange  transactors 

23,733,336 

23,738,036 

Shortterm  loan 

- 

- 

Customer  deposits 

104,568 

104,586 

Unspent  conditional  grants 

1,822.150 

1,822,150 

25,665.774 

25,665,774 

Financial  Assets  -  2017 

Receivables  from  Exchange  Transactions 

10,802,636 

1  0,602.636 

Receivables  from  Non-exchange  Transactions 

20,047,272 

20.047.272 

Cash  and  Cash  Equivalents 

713,695 

713.695 

FlnendalUfiMHtoe-afflT 

in  accordance  wtth  GRAP  104.13  the  Financial  Liabilities  of  foe  municipality  ere  classified  as  follows: 

31,563.803 

31,563,803 

Payabtos  from  exchange  transactions 

37,088,327 

37,088,327 

Short  term  loan 

835,502 

635,502 

Customer  deposits 

104.588 

104,566 

Unspent  conditional  grants 

1. BBS  270 

1 .863270 

39.691.608 

39.E91.6M 

Financial  risk  management 

The  Accounting  Officer  has  overall  responsibility  for  the  aetabllshment  anti  overajght  of  the  munlcipaiayls  risk  management  framework.  The  mjnicfpaKiy*s  risk  management  policies  are  established  to  Identify  and  analyse 
the  risks  faced  by  the  municipality,  to  set  appropriate  risk  Emits  and  controls  and  to  monitor  risks  end  adherence  to  llmlta. 


Due  to  the  largely  non-trading  nature  of  activities  and  the  way  in  which  they  are  financed,  municipalities  era  not  exposed  to  the  degree  of  financier  risk  faced  by  business  entities.  Financial  Instruments  play  e  much  more 
limited  role  In  creating  or  changing  risks  that  would  be  typical  of  listed  companies  to  which  the  GRAP's  mainly  apply.  Generally,  Financial  Assets  and  Lisbllftiet  are  generated  by  day-to-day  operational  activities  and  ere 
net  held  to  manage  the  risks  facing  the  municipality  to  undertaking  Its  activities. 


Tbs  Department  Flnanotej  Services  monitors  and  manages  the  financial  risks  relating  to  the  operations  through  Interna!  policies  and  procedures.  These  risks  Include  Interest  rate  risk,  credit  risk  and  liquidity  risk. 
'Compliance  with  policies  and  procedures  is  reviewed  by  the  internal  auditors  on  a  continuous  basis,  and  annually  by  external  auditors.  The  municipality  does  not  enter  Into  or  trade  financial  instruments  for  speculative 
purposes. 


Infernal  audit,  responsible  for  Initiating  a  control  framework  and  monitoring  and  responding  to  potential  risk,  reports  periodically  to  the  municipality's  audit  committee;  an  Independent  body  that  monitors  the  effectiveness 
of  the  Internal  audit  function. 


Further  quantitative  disclosures  ere  Included  throughout  these  Annual  Financial  Statements. 


42.1  Significant  Risks 

It  is  tha  policy  of  the  municipality  to  disclose  information  that  enables  the  user  of  Its  Annua!  Financial  Statements  to  evaluate  the  nature  and  extent  cf  risks  arising  from  Financial  Instruments  to  which  the  municipality  is 
exposed  on  the  reporting  dote. 

The  municipality  has  exposure  to  the  following  risks  from  Its  operations  In  Financial  Instruments: 

■  Market  Risk. 

-  Liquidity  Rtak;  end 
-Credit  Risk: 


Rieka  end  exposures  are  disclosed  as  follows: 

Market  Risk 

Market  Risk  Is  the  risk  that  changes  to  market  prices,  such  as  foreign  exchange  rates,  Interest  rates  and  equity  prices  vMl  affect  the  munfclpellty'i  Income  or  the  value  of  Its  holdings  in  Financial  Instruments.  The 
objective  of  market  risk  management  Is  to  manage  and  control  market  risk  exposures  wHhto  acceptable  parameters,  while  optimising  the  return. 

Liquidity  Risk 

The  munlcfpatity't  risk  to  liquidity  is  a  result  of  the  tends  available  to  cover  future  commitments.  The  municipality  manages  Iquidlty  risk  through  an  on  going  review  of  future  commitments  and  credit  taclllltes. 


Tha  muntoTpaJHy  Intends  to  pay  creditors  within  30  days. 

Credit  Rtak 

Credit  Risk  te  the  risk  of  financial  toes  to  the  municipality  if  a  customer  or  counterparty  to  a  Financial  Instrument  fete  to  meet  Its  contractual  obligations  and  arises  princlpely  from  the  munfclpeMy’s  reoefvabfec  from 
customers  and  Investment  securities. 

422  Market  Rtak 

The  municipality's  activities  expose  II  primarily  to  the  financial  risks  of  changes  tn  hterest  rates.  No  formal  policy  axfsti  to  hedge  vofetiOtles  h  the  Interest  rate  market. 


There  has  been  no  change  to  the  muntelpaRt/l  exposure  to  market  risks  or  the  manner  In  which  1  manages  and  measures  the  risk. 


423  UqutdHy  Rtak 

Liquidity  Risk  Is  the  risk  that  the  municipality  wft  encounter  difficulty  In  meeting  the  obligations  associated  with  Us  Financial  Liabilities  that  ere  sallied  by  delivering  cash  or  another  financial  asset  The  municipality's 
approach  to  managing  liquid  tty  te  to  ensure,  as  far  as  possible,  that  It  writ!  always  have  sufficient  Kqufcftty  to  meat  Its  Itabiflas  a#ten  due,  under  both  normal  and  stressed  conditions,  without  Incurring  unacceptable  losses  or 
risking  damage  to  the  municipality's  reputation. 


Liquidity  Risk  is  managed  by  ensuring  that  ell  assets  ere  reinvested  at  maturity  at  competitive  Interest  rates  ir.  relation  to  cash  flow  requirements.  Ltabitities  are  managed  by  ensuring  that  at  contractual  payments  ere  met 
on  e  timeous  basis  and.  If  required,  additional  new  arrangements  are  established  at  competitive  rates  to  ensure  that  cash  flow  requirement*  are  met. 


424  Foreign  Currency  Rtak  Management 

The  municipality's  activities  do  not  expose  it  to  the  financial  risks  cf  foreign  currency  and  therefore  has  no  formal  policy  to  hedge  volatilities  in  the  interest  rata  market. 

42.5  Interest  Rate  Rtak  Management 

Interest  Rate  Risk  is  defined  as  the  risk  that  the  fair  value  or  future  cash  flows  associated  with  a  financial  instrument  will  fluctuate  to  amount  as  a  result  of  market  interest  changes. 
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2018 

R 


potential  concerrtratiortB  ef  interest  rate  risk  consist  mainly  of  variable  rate  deposit  Investments,  long-term  receivables,  consumer  debtors,  other  debtors,  bank  and  cash  balances- 
^rnun^l.m^  ^olnves,frerrts  v*Vl  *  tenure  exceeding  tiwelve  months  ere  mode. 


Consumer  Debtor*  comprise  of  e  large  number  of  ratepayers,  dispersed  eoross  different 


industries  end  geographical  arses.  Consumer  debtors  ere  presented  net  of  e  provision  far  bnpeirment. 


2817 

R 


73 


KOU-KAMMA  MUNICIPALITY 

NOTES  TO  THE  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  3D  JUNE  2018 

2015  2017 

R  R 

42  FINANCIAL  INSTRUMENTS  (eontlniMd) 

|r  the  case  of  debtors  whose  accounts  become  to  arrears,  it  ts  endeavoured  to  collect  such  accounts  by  "levying  of  penally  charges",  "demand  lor  payment",  "restriction  of  services'  and,  as  a  last  resort,  "handed  over  for 
collection',  whichever  procedure  Is  applicable  In  terms  of  Council*  Credit  Control  and  Debt  Collection  Policy.  Consumer  deposits  are  Increased  accordingly. 


Long-term  Receivables  and  Other  Debtors  are  individually  evaluated  annually  at  Reporting  date  for  impairment  or  discounting,  A  report  or  the  various  categories  of  debtors  is  drafted  to  substantiate  such  evaluation  and 
subsequent  impairment  /  discounting,  where  applicable. 


The  municipality  Is  not  exposed  to  credit  interest  rale  risk  as  the  municipality  has  no  borrowings. 

The  municipality's  exposures  to  interest  rates  on  Financial  Assets  and  Financial  Liabilities  are  detailed  In  the  Credit  Risk  Management  section  of  this  note. 

Interest  Rato  8snettMfar_A«hrals 

The  sensitivity  enaJyeie  has  been  determined  based  on  the  exposure  to  hterest  rates  at  the  Statement  of  Financial  Position  date.  The  analysis  Is  prepared  by  averaging  the  amount  of  the  Investment  at  the  beginning  of 
the  financial  year  and  the  amount  of  the  In  vestment  at  the  end  of  the  financial  year.  A  ICO  basis  point  Increase  or  decrease  was  used,  w#i«ch  represents  management's  assessment  o'  the  reasonably  possible  change  In 
Interest  rates.  The  abort  and  kmg-temi  financial  Instruments  at  year-end  vrtth  variable  Interest  rates  « re  set  out  below; 


Cash  end  Cash  Equivalents: 

If  interest  rates  Iwd  been  1 00  basis  points  higher  /  lower  and  aR  other  variables  were  held  constant,  the  municipality's: 

Surplus  tor  the  year  ended  3C  June  2G15  has  Increased  by  R7  185  912.  This  is  mainly  attributable  to  the  mtmiclparfty’s  exposure  tc  interest  rates  on  Its  variable  rate  Investments. 
Bank  balance  held  with  Absa  bank  Limited  Is  R  629  456  (2017:  R71 3  075). 

42.6  Credit  Risk  Management 


Credit  Risk  refers  to  the  risk  that  a  counterparty  will  default  on  its  contractual  obligations  resulting  In  financial  lose  to  the  municipality.  The  municipBnty  has  a  sound  credit  control  and  debt  collection  policy  and  obtains 
sufficient  collateral,  where  appropriate,  as  a  means  of  mitigating  the  risk  of  financial  leas  from  defaults.  The  murfclpaSily  uses  its  own  trading  records  tc  assess  Us  major  customers.  The  municipality's  exposure  of  Its 
counterparties  are  monitored  regularly. 

Potential  concentrations  of  credit  rate  risk  consist  mainly  of  variable  rate  deposit  investments,  leng-tenn  receivable*,  consumer  debtors,  other  debtors,  bank  and  cesh  balances. 


Investments /Bank.  Cash  end  Caah  Equivalents 

The  municipality  Kmlte  its  counterparty  exposures  from  Hs  money  market  investment  operations  (financial  assets  that  are  neither  pest  due  nor  Impaired)  by  only  dealing  with  Absa  Bank.  No  investments  wfth  a  tenure 
exceeding  twelve  months  are  made. 


yrarfejrol  Othf  r  Rtf  f™  W« 

Trade  end  Other  Receivables  are  amounts  owed  by  consumers  and  are  presented  net  of  impairment  lessee.  The  municipality  has  a  credit  risk  policy  In  place  and  the  exposure  to  credit  risk  Is  monitored  on  an  on  going 
basis.  The  municipality  Is  compelled  in  terms  of  Its  constitutional  mandate  to  provide  all  its  residents  with  baeic  minimum  services  without  recourse  to  on  assessment  of  craditworthinasB.  Subsequently,  the  municipality 
has  no  control  over  the  approve!  of  new  customers  who  acquire  properties  In  the  designated  municipal  area  and  consequently  Incur  debt  tor  rates,  wafer  end  elsctrldty  services  rendered  to  them. 


The  municipality  limits  this  risk  exposure  In  the  following  ways.  In  addition  to  Its  normal  credit  control  and  debt  management  procedures: 

•  The  application  of  section  118(3)  of  the  Municipal  Systems  Act  (MSA),  which  permits  the  municipality  to  refuse  connection  of  services  vANst  any  srooint  remains  outstanding  from  a  previous  debtor  on  the  same 
property; 

•  The  contcftMon  of  rate*  and  sendee  accounts,  enabling  the  disconnecting  services  tor  the  non-payment  of  any  of  the  Individual  debts.  In  terms  of  section  ICS  of  the  MSA; 

•  The  requirement  of  a  deposit  for  new  service  connections,  serving  as  guarantee  and  are  reviewed  annually; 

•  Encouraging  residents  to  tostal  water  management  devices  that  control  water  flow  to  households,  and/or  prepaid  electricity  meters. 


There  were  no  material  changes  h  the  exposure  to  credit  risk  and  Its  objectives,  policies  and  processes  for  managing  end  measuring  the  risk  during  the  year  under  review.  The  municipality's  maximum  exposure  to  credit 
risk  is  represented  fay  the  carrying  vdus  of  each  financial  asset  kt  the  Statement  of  Financial  Position,  without  taking  Into  account  the  value  of  any  oolletemf  obtained.  The  municipality  has  no  akpifflcant  oonoentraticn  of 
credit  risk,  with  exposure  spread  over  a  large  number  of  consumers,  and  fs  not  concentrated  in  any  particular  sector  or  geographical  area. 


The  municipality  establishes  an  sEowanee  tor  Impairment  that  represents  Hs  estimate  of  anticipated  leases  In  respect  of  trade  and  other  receivables. 

Payment  of  accounts  of  consumer  debtors,  who  are  unable  to  pay,  are  renegotiated  as  an  on  going  customer  relationship  In  response  to  an  adverse  change  In  the  circumstances  of  the  customer  in  ten™  of  the  Credit 
Control  and  Debt  Collection  Policy. 


Long-term  Receivable*  and  Other  Debtors  are  individually  evaluated  annually  at  reporting  date  for  Impairment  or  discounting.  A  report  on  the  various  categories  of  debtors  is  drafted  to  substantiate  such  evaluation  and 
aitoaeqinrit  impatonert  /  discounting,  where  applicable. 


The  murdolpsHy  does  not  have  any  afgnHtaant  credit  risk  exposure  to  any  single  counterparty  or  ary  group  of  counterparties  having  sfmSar  characteristics.  The  imrdclpaltty  defines  counterparties  ee  having  similar 
characteristics  if  they  are  related  entitles.  The  credit  risk  on  liquid  funds  is  'bn  fled  because  the  counterparties  era  banks  with  high  credit-ratings. 

Credit  risk 

Credit  risk  consists  mainly  of  cash  deposits,  cash  equivalents  and  receivable*.  The  rmrnfcfpalty  only  deposits  cash  major  banks  witti  high  quality  credit 
standing. 

Financial  assets  exposed  to  credit  risk  et  year  end  were  as  follows: 


Trade  and  ofoar  receive  bin  from  exchange  transactions  12,662,726  * 

Cash  and  cash  equivalents  1.484.723  713,695 

14,347,449  713,695 

43  IN-KIND  DONATIONS  AND  ASSISTANCE 

The  municipality  Teoehred  no  in  -kind  donations  and  assistance  during  the  2016/17  financial  year 

44  CONTlNGEffT  LIABILITIES 
SAMWII  obo  Julius  6  Floors 

Employees  instituted  lego*  proceedings  against  the  municipality  with  regards  to  changes  in  working  conditions 

75%  posfeltity  that  this  matter  wfli  be  successful.  Council  wilt  not  benefit  from  any  revenue1  refund  236,647 

Tamboer  &  Others 

These  employees  ere  employed  by  the  municipality  and  ere  claiming  benefits  which  according  to  their  are  due  and  payable,  ware  stopped. 

Officials  matter  incorporated  In  this  case,  outcome  per  offlcle!  will  very.  The  amount  is  unknown  531,460 

45  RELATED  PARTY  TRANSACTIONS 

AH  Rotated  Parly  Transactions  are  conducted  at  Bun's  length,  unless  stated  otherwise. 
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45  RELATED  PARTY  TRANSACTIONS  (Continued) 

45.1  Interest  of  Related  Partial 

Councillors  and/or  management  of  the  municipality  have  ra’alionahipo  vflh  the  municipality.  which  Is  limited  to  their  employment. 

Name  of  Related  Person  Designation 


Member*  cf  key  management 
Municipal  Manager 

S  Nkuhlu 

Chief  Financial  Officer 

P.M.  Kate 

N  Venter 

Manager  Community  Services 

TMSompani 

Manager  Strategic  Services 

MMpumfcMna 

Manager  Technics!  Sendees 

O  Kwababane 

Manager  Corperate  Services 

M.  Zenaila 

Manager  Corperate  Services 

T.  Tom 

Resigned  23  January  2017 
■Appointed  11  April  2C17 
Contract  ended  30  November  201 8 
Appointed  27  January  2017  on  a  new  contract 
Contact  ended  30  September  2017.  Poet  not  filled 
Contract  ended  31  Deoember  2016.  Post  notffled 
Resigned  30  November  2017.  Post  not  filled 
Appointed  for  the  month  of  October  2C17 
Appointed  1  December  2017 


1  July  *  15  August  2016 
Mayer  Vu®° 

Councillor*  Gon!  p- 

Jacobs  S. 

Jantjles  6. 

Kflge  R. 

Nelson  L 
Pottte  N. 

Reeders  C. 

Strydom  F. 

Smith  K. 


Compensation  to  key  management  as  per  note  25 


16  August  2016  -  3D  June  2018 
Vuso  MS 

Eema/dte.  P  Resigned  31  October  2017 


Herman  F.E. 

Jansen  J,  Appointed  15  May  2018 

KrijgeR 

La  Roux  Y,C,  Resigned  30  September  201 7 

?Em$bs  j. 

Pullen  H.P. 

Reedere  C.  Appointed  20  October  2017 

Smith  K 
Strydom  F, 

Yoke  F.J. 


individuals  ea  well  es  their  close  fcmfcy  member*,  and/or  entitles  are  releted  parties  If  one  party  has i  the  ability j,  direc^ 
party  In  making  financial  and/or  operating  decisions.  Key  management  personnel  Is  defined  as  the  Municipal  Manager, 


or  indirectly,  to  control  or  jointly  control  the  ether  parly  to  axertfae  significant  influence  over  the  other 
Chief  Financial  Officer  and  alt  other  Managers  reporfing  directly  to  the  Miniclpa!  Manager. 


46  PRIVATE  PUBLIC  PARTNERSHIPS 

The  municipality  was  not  a  party  to  any  Private  Pubfic  Partnerships  dmtog  the  year  under  review. 

47  EVENTS  AFTER  THE  REPORTING  DATE 

No  events  having  fbanote!  totpfloattone  requiring  diwloaure  occurred  subsequent  to  30  June  2018 
43  ADDITIONAL  DISCLOSURES  IN  TERMS  OF  MUNICIPAL  FINANCE  MANAGEMENT  ACT 
48.1  Non-Compliance  with  the  Municipal  Finance  Management  Act 

Instance  of  non-compliance  with  the  MFMA  relate  to  Irregular,  Frotfeas  and  Wasteful  Expenditure. 


The  following  deviation#  Iran:  Die  tender  amputations  in  larms  cf  Tie  municipality^  Supply  Chain  Manogamont  PoHcjmww  rattfled  by  1h»  Municipal  Manager  and  mportsd  to  Cornell: 


Year  2017/2016 


CLARIFICATION  6f  DEVIATIONS  IN  ifeRMS  OF  SECTION  36  OF  THE  SCM 

NUMBER  OF  INCIDENTS 

AMOUNTS 

225 

R 

2.320,817 

15 

_R _ 

2,018 

1 

_R _ 

771.827 

Risk  HoDoirrtment  not  out  on  tender _ 

1 

_R _ 

765,702 

R _ 3.860.363 


GOING  CONCERN  ASSESSMENT 

Management  considered  the  following  matter*  relating  to  the  Going  Concern: 

Thera  are  a  number  of  other  avanle  and  condlflafia  IhatlnfflvkliiaHyer  colleGtlvely  may  cast  afgnfflcamt  doubt  on  lha  going  concam  aaeumpHonandptacalha  munlclpallty'o 
financial  austelnabmy  under  threat  These  Indicator*  indude  amongst  others: 

Certain  suppliers  only  provide  services  on  the  cash  basis  now  due  to  problems  receiving  payments  In  the  past 

The  community  Is  refining  to  pay  tor  services  due  to  Incorrect  ecoounte,  fsdty  water  meters  and  a  delay  in  receiving  statements. 

Due  to  cash  flow  challenge*  the  municipality  Is  unable  to  pay  creditor  within  30  days. 

_ . cinon-iar  on  the  Golna  Concern  Beets  ss  it  Is  off  the  opinion  that  with  the  current  belt-tightening  processes  an 

ri  oMflato™  *nd  **' — in  *•  D,dl“* 


course  of 
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